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Right now the siiuation in the construction of spiritual 
civilization 1 quite good on the whole However, there is 
@ problem uneven development Another has to do 
with finding a way to combine ite ideological and moral 
part with mass activities even more successfully, more 
ble” as well as “intangible” targets in the construction of 

civilization What form does an activity take’ 
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be conflicts, There i no way conflots can be 
Also on the fee are contradictions between 
ad the Third World Since the 
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orld, draining $906 million each year 
hations in a reverse flow of capital 
latter half of the 1980's Developed nations 
forcing the Third World to undertake “eco: 
reform” and practice so-called ‘democratization’ 
and every way Result ever-growing social tur 
. Mounting poverty. and cachange of inc roasngly 
valuce. In Africa, Was of thousands of people 
death everyday Can this go on forever’ 


world today 1 wnetablc. there «6 stl much 
China to maneuver Today the powitbulity of 
invasion by a yornt t-nation capedition docs 
Nor is it possible for them to prevent Chine 
business with foreigner through sanctions 
we believe now 6 a favorable opp oriunity 
concentrate our energies on putting our house in 
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The domestic situation 1s very good ( hina is politically. 
cconomically, and socially stable The drive to omprove 
climate and rectify the coonome order has 
successful During the drive reform has 
In foreign trade subsidies have been 
have rien Over the last ) years. 
im the nation have undergone many 
Even grain prices. wheth we dared 
have been adjusied Bul it was in the 
following the flooding that the entire 
centripetal force and cohesiveness burst forth 
its might. Everybody came to realize that ve 
do without socialiem oF the leadership of the 
that we should give of ourselves to others The 
between the party and the mavecs beiween the 
and the people. and between the cadres and the 
improved significantly Changes im the 
also have taught some people a lesson 
masses would not want to live the kind of life 
Soviet people are living today Even con: 
that all things considered. they are better off with 
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First, in the future we should stress the ideological and 


as soon as the coonomn situation i mentioned, — moral construction aspect even more and do vo regularly 
Over the last few years we have organized many activi 


ties, some of them regular, some short-lived Now there 
seems to be an urgent need to regularize such activities 
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two perceptions are mutually cachusive 
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The wedding ceremony veeds to be looked at We are 
right to oppose catravagance and waste, bul the results 
have been minimal Why”? Most people, in my opimon, 
feel that wedding formalities by themselves are inade- 
quate and not psychologically satisfying. Ever since 
monogamy became a part of human existence, marrage 
has been surrounded by claborate ceremonies 
Monogamy needs to be protected and recognized by 
society. Marriage is a mayor event in life. We need to tell 
relatives and frends, to announce to the whole world 
that a new family is being established Can we satisfy this 
legitimate demand” Find a room, 20 square meters in 
area Decorate it tastefully with streamers and balls 
made of sinps of colored silk, Hang a district govern. 
ment sign on the door This office is to handle marrage 
procedures exclusively. Invite an elderly comrade who 
enjoys high prestige and commands universal respect to 
be the chief witness at a wedding ceremony. Take 
pictures of the newlyweds under the national emblem. 
Or videotape the entire ceremony. In short, make the 
event grand and solemn Also suggest that the newlyweds 
bow to thei elders and to cach other at the ceremony 
Another idea is to buy a piece of red silk and ask every 
guest to put his or her signature on 1. Yet another idea is 
to plant a tree to commemorate the wedding. Set aside a 
corner in the local park and name it “mandarin duck 
forest” or “joint heart tree.” 


There are so many things one can do. These days 
protect-law-and-order organizations are springing up in 
many places. They, too, can be a front for spiritual 
civilization. The tourist industry has made some 
progress in the last couple of years, but the explaining 
has yet to catch up. Histone relics and beautiful sights 
are not being fully appreciated. Can't something be 
done” Consider developing an informational cassette 
tape on the Impena! Palace and make it available for 
lease to visitors as they enter the palace along with a 
cassetic player. Other places can come up with other 
ideas. To provide information on tourist spots in every 
locality is an important way to build up the front for 
spiritual civilization. 


Third, spiritual civilization activities must be well inte- 
grated with economic work. Make a greater effort to put 
the proletariat and working people to better use as the 
leader. Economic construction 1s at the heart of every- 
thing. Everything we do must facilitate it. There is a 
wealth of positive caperiences across the nation, such as 
Staging festivals with an economic theme and a cultural 
flavor The cultural standard has nsen, which also would 
spur economic development. Another example involves 
efforts in an enterpnse to improve the quality of its 
workers and enhance their sense of being the master so as 
to expedite and ensure economic development. Recently 
I visited Yantai Cannery. which used to be a money-loser 
but has now turned losses into profits. An important 
reason it has been able to do s 1s that every worker 
watches the bottom line carefully and tnes to increase 
the plant's profits at every turn. Quite remarkable. This 
18 a Case where workers are genuinely in control. 


JPRS-CAR-92-046 
1 July 1992 


We also must bring out the leadership of the proletanat 
in spiritual civilization. In China's socialist spiritual 
civilization, the proletariat and the working people are 
the chief player and the proletanat is the leading class 
Organize and train a cultural corps, an artistic corps, a 
creative corps, and a critical corps from among the 
workers. Their job is to comment on social phenomena 
as well as review artistic and literary works 


Also to be incorporated in the construction of spiritual 
civilization is the dissemination of scientific and tech- 
nical know and the improvement of the level of 
technology. re are significantly more technical 
training activities in 1991 than in previous years as such 
activities receive renewed attention. This 1s a very good 
sign. It us difficult to ensure the quality of many products 
without raising the workers’ level of technology and 
improving their technical discipline and sense of tech- 
nology. At the Laiyang Power Machinery Plant, | noticed 
that the machine tools and products being made were all 
kept in perfect order, not a single one was out of place 
As a result, | felt more confident about the products of 
this plant. All too often the quality problems of 
machinery products are caused by bumping and 
knocking about. Foreigners have their own solution. 
their assembly lines are so well designed that any 
bumping or knocking 1s eliminated. something many of 
our enterprises have not yet managed to do. Their only 
hope 1s conscientious workers. Provided we truly raise 
the workers’ level of consciousness, provided workers 
Secome the master, and provided the level of technology 
is Constantly going up, there 1s absolutely no reason why 
Chinese enterprises cannot compete with their foreign 
counterparts. 
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92CM0249A Beying ZHENLI DE ZHUIQIU 
/PURSUIT OF TRUTH] in Chinese 
No 3. 11 Mar 92 pp 2-7 


[Article by Zhu Qing (2612 7230): “What Are the Marks 
of Well-Defined Property Rights”. first paragraph 1s 
ZHENLI DE ZHUIQIU editonal note} 


[Text] ZHENLI DE ZHUIQIL published Comrade Zone 
Han’s {1350 1383] article “Several Opinions on Property 
Rights” in its No. 11, 1991 issue. It explained the causes 
of many ‘property nights’ problems and raised the ques. 
tion of whether we should use Western economic theories 
on property rights to guide China’s reform. In this issue. 
we have published Comrade Zhu Qing'’s article What 
Are the Marks of Well-Defined Property Rights’ I 
expresses the author's opinion on whether property rights 
in China's people-owned enterprises are well-defined In 
our view, important theoretical and practical questions 
regarding the restructuring of the economic system, such 
as the ‘property rights’ issue, need to be clarified through 
“contention of a hundred schools of thought We wel. 
come those with differing opinions to take part in the 
debate 
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In the current discussions of the restructuring of the 
economic system, some comrades have suggested that 
the core of the reform of enterprises under the ownership 
by the whole people sysiem lies in solving the property 
rights problems In their opinion, the people-owned 
enterprises are plagued by an “unclear and ill-defined 
property responsibility system.” “ill-defined property 
righis,” “vague property rights.” “absence of real 
owners.” They say that these are the main causes of 
enterprises’ production and management problems. and 
therefore, in order to enliven the large- and medium. 
sized enterprises, we must make a breakthrough in terms 
of property mghts in state-run enterprises, of in other 
words, we must change the nature and the format of 
property mghts under the current ownership by the whole 
people system. As to what other ownership system we 
should opt for, opinions vary 


Property nghts mean ownership mghts. th ) refer to the 
ownership system We all know that revolution means 
changing the ownership system, or we should say that the 
goal of our revolution ts to change the ownership system. 
“All revolutions up to now have been for the sake of 
protecting one form or opposing another form of own- 
ership system.” (7he Complete Works of Marx and 
Engels, Vol 21, p 131) Thus, from the political point of 
view, the issue of changing the property mghts in the 
people-owned enterprises 1s an important issue regarding 
what to do with the results of the .evolution in China and 
in what direction we should push the reform. For this 
reason, we should adopt a cautious attitude 


Puiting aside the question of whether the ownership by 
the whole people system should be replaced by a dif- 
ferent system, what we want to discuss first is, is “ill- 
defined property nmghts” a good enough reason for 
changing the ownership system’ What are the marks of 
well-defined or ill-defined property mghts? On what basis 
do we say that the property mghts in a property are 
well-defined or not well-defined”? Of course, when it 
comes to specific signs, it 1s a matter where “the benev- 
olent see benvolence and the wise see wisdom” — 
different people have different opinions. and it 1s even 
possible that because people have different ideas. they 
may arrive at exactly opposite conclusions. Here we are 
only looking at one schoo! of thought 


In my opimion, to determine whether the property nghts 
are well-defined, we should examine three characteris- 
tics 


One, ownership mght as a mght 1s a legal concept, it 1s the 
law's recognition of factual ownership (possession ) 
Marx said, “the true basis of private property, that is, 
possession, 1s a fact, it 1s an unaccountable fact and not 
a right. It is because society has given actual possession 
legal provision that actual possession becomes legal 
possession, and only then are there private properties ~ 
(The Complete Works of Marx and Engels, Vol \, p 382) 
In other words. since the beginning of the class society, 
possession has been a “legal relationship.” Thus, to 
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determine if the property mghts in a property are well 
defined or not, we must first find out whether the law 
clearly delineates the ownership of the property mehts I 
it «8 clearly delineated, then the property mehts are 
well-defined. With rer ect to the property mehts in the 
people-owned enterprises, Article 6 of China's Constitu- 
tion states, “The basis of the socialist economic system 
of the PRC 1s socialist public ownership of (he means of 
production, namely, ownership by the whole people and 
collective ownership by the working people The system 
of socialist public ownership supersedes the system of 
exploitation of man by man, it applies tho principle of 
‘from each according to his ability and to cach according 
to his work.” Article 7 states, “The state economy is the 
sector of socialist economy under ownership by the 
whole people, it is the leading force in the national 
economy. The state ensures the consolidation and 
growth of the state economy.” Article |2 states, “Social. 
ist public property is sacred and inviolable: The state 
protects socialist public property Appropration or 
damage of state or collective property by any organiza- 
tion or individual by whatever means 1s prohibited” 
These three articles in the Constitution are ver explicit 
about the nature of the people-owned enterprises (the 
socialist nature) and property mehts in these enterprises 
(ownership by the whole people) There is nothing 
“unclear” or “vague” about it, and there 1s no “absence 
of owner.” The q ‘tion raised by those who complain 
about “vague property mghts” 1s a question about mghts. 
which 1s a legal question, but they have cxactly forgotien 
to look at the issue from the legal point of view 


The jurisprudence related question here. of course. 1s not 
“metaphysical or legal fantasy” (in Marx’ words) 
Rather, it is the law's recognition of an economic rela 
tionship as a fact. The ownership by the whole people 
system is an econome relationship which the ( hinese 
people have forged after several decades of bloodshed 
and struggle and after moving three “big mountains” 
[impenalism, feudalism, and bureaucratic capitalism) It 
has been in existence in China for more than 40 years 
What the Constitution has recorded 1s not just an eco- 
nomic relationship but the result of the people s struggle 


Two, an economic entity's property mghts are man- 
fested in the economic benefits. and we must look at 
whether it 1s clear as to who owns and who 1s in control 
of the value (profit) realized by the economic entity This 
determines the character of a property mght If owner- 
ship of the profit is clear, then the character of that 
property right is clear. For example. if | ate a peach and 
nobody objected, it would imply that the peach was mine 
to begin with. A part of the value realized by China's 
people-owned enterprises 1s used on expanded reproduc- 
tion and the other part is handed over to the state in the 
form of taxation, and the state in turn spends the money 
on the people. The ownership of the value realized by 
enterprises is legal, and the payment procedure also 
complies with the financial laws and regulations In 
other words, the relationships on these two levels are 
well-defined (Unless you feel that enterprises should not 
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pay taxes to the state or that the financial procedure is 
illegal, there 6 NO feason tO suggest thal enterprise 
property mghts are not clearly defined 


Three, the ownership of a property mght may be well- 
defined, but if the owner of that property meht fails to 
personally or send an agent to administer or —— + - 
right. under certain conditions it 1s indeed possible for 
that mght to be “inexact” o “vague.” But thes is not the 
case in the people-owned enterprises. There are specific 
legal representatives in enterprises to exercise the prop 
erty rights. Usually the legal representatives are the 
factory directors, state-authonzed contractors are also 
legal representatives. Enterprises’ legal representatives 
are appointed by the state and elected by the workers’ 
congress. It 1s perfectly legal for them to represent and to 
manage those enterprises. The existence of enterprise 
legal representatives and the existence of management 
activities carned out by the lepal entities fully demon- 
Strate that enterprises’ property rights are clearly 
defined Sone people that the “whole people” in 
the “ownership by the people” i too abstract and 
that it 1s ownership by the whole people in name but not 
in fact. Those who suggest this either do not understand 
or they do not recognize the propriety and the legality of 
representation by a legal entity, Looking at the actual 
situation, there 1s absolute), eothing abstract about the 
management of enterprises by the whole people In 
managing enterprises. the legal enuties must accept the 
state's plans and financial arrangements and comply 
strictly with the state's financ.al system, and representa- 
tives from the state's auditing, commodity prices, and 
industnal and commercial departments regularly mon- 
itor and check on these enterprises. These no doubt 
demonstrate that the state represents the whole people in 
managing the property mghts in enterprises. Workers’ 
congresses also cxamine and amend their respective 
enterprises’ management plans and supervise and eval- 
uate the management activities, and this 1s also one form 
of management of enterprise pruperty nghts by the 
whole people Today. one thing people are often com- 
planing about 1s that enterprises have too little power to 
make dec ons, that the state 1s in too much control and 
1s being too mgid, and people are demanding changes. 
This alone tells us that the charge of “inexact property 
rights” does not tally with the facts. 





There 1s a reason why some comrades have suggested 
that property nghts are “ill-defined.” It is because some 
state-run enterprises indeed are poorly managed, losing 
money, or are not generating much profit, and when the 
people loo for the causes, they look to the property 
rights. The fact of the matter is, the only question 
property mghts can answer is who has the mght to a 
property and the profit 1t generates. It 1s but a question of 
who |. - the legal mght to this property. Bul no matter 


who ow) + the property, it can still be mismanaged, and it 
can still Le inefficient. Capitalists, too, go bankrupt, state 
capitalist enterprises can still be auctioned off We 
cannot blame enterprise mismanagement on property 
nghis Entrepreneurs and theoreticians are debating why 


JPRS-C AR-92-046 
1 July 1992 


China's enterprises are running into difficulties’ Many 
comrades point out that the problems have to do with 
the poor industnal structure and some bad industrial 
policies, the poor regional distnbution of industries, 
unfair social allocation, enterprises’ failure to implement 
the policy of distribution according to work, enterprises’ 
excess social burdens, or because of the weight on their 
backs because enterprises consiantly go after higher 
output value and so on All these problems are important 
problems which must ve solved in fuiure reforms At the 
same time, it is Obvious that these problems have 
nothing to do with property mghts If we insist that these 
problems are caused by property mghts, then we should 
come up with some facts and convincing arguments, but 
so far there is no scientific proof All we have is the 
much-touted idea that “property mghts are unclear” and 
the “new thinking” which is “nich in theoretical dialec- 
tees and is therefore much admired.” But the issue 
debated using this kind of “new thinking” 1s in fact no 
longer a question of whether enterprises’ existing prob- 
lems are caused by property mghts, nstead, we are 
getting arguments that only under a system other than 
the people-owned system can enterprises’ problem be 
solved. The property nght issue 1s but a scapegoat 


Some comrades feel that if we change the property nghts 
in the people-owned enterprises, we can solve all the 
problems This argument 1s premised upon the idea that 
privately-run enterprises or state-capitalist enterprises 
do not have administrative or management problems. 
Yet we all know that ts premise 1s not valid, and in fact 
it iS More realistic to say that all enterprises have their 
own problem: Even more important 1s that when these 
comrades explore this issue, they often avoid the two 
major consequences of changing the property mghts in 
the people-owned enterprises |) It 1s only because the 
value generated by enterprises belong to the state that the 
latter can make economic plans and can, without being 
controlled by international capital, serve the needs of the 
people and concentrate the financial resources on major 
capital construction projects such as the Qinshan 
Nuclear Plant, Pingshuo Coal Mine, and Tarim Oi! Field 
and other projects that are the nation’s lifeline, so that 
we can enhance the nation’s economic strength and 
reinforce national defense and lay the foundation for 
raising tue people's economic and cultural standards. If 
the property mghts in the nation’s large- and medium- 
sized enterprises are , some or most of enter- 
prises’ profit will be turned into dividends and trans- 
ferred into private hands, and the state will lose the nght 
to centralize the financial resources, then the Ninth 
Five-Year Plan and the Tenth Five-Year Plan wi!’ vanish 
into the thin air. Some people may say that there 1s no 
ownership by the whole people in the well-developed 
capitalist nations today, but they still have a strong 
industrial system. This line of thinking ignores the 
capitalist nations’ histoncal process of primative accu- 
mulation. For example, there is a close link between 
Japan's becoming a great capitalist industnal nation and 
the approximately |.18 billion taels of silver taken from 
China under the Maguan Treaty and the Shenchou 
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Treaty which became their primitive accumulation, and 
it also us closely related to their colonization of Lushun- 
Dahan and .beir economic plundering in various parts of 
hina to establish their primitive accumulation. Subse- 
quently, Japan occupied China's three northeastern 
provinces and robbed us of huge amounts of grain, 
timber, soybean, and coal to shore up thei capitalist 
system. Today's impenalism is in fact still carrying out 
this form of capital accumulation under various dis- 
guises. Can China do that? Obviously not. Even if some 
very ambitious Chinese capitalist had wanted to do that, 
they have not succeeded in contemporary Chinese his- 
tory, and today, the histomcal conditions have under- 
gone fundamental changes, which makes it even more 
impossible 2) If there 1s a large-scale, radical change in 
property mghts under the ownership by the whole people 
system (because some people think that this is the 
direction of reform), then 1 will be inevitable that China 
will have a new capitalist class or a class that has close 
ties to international capital. This change in class struc- 
ture will lead to monumental political and polit- 
ical upheaval The above-cited articles in Constitu- 
tion will have to be amended, and the whole 
superstructure will undergo radical changes. This 1s not 
mere speculation but 1s the inevitable consequence of a 
change in property nights. 


In fact, those who talk about “ill-defined property 
rights” have drawn the conclusion (some explicitly and 
some not so explicitly) that only if some or all of the 
property mghts in the people-owned enterprises are 
handed to private parties can property nghts be cleari, 
delineated. Then the issue they have raised is not 
whether the property nghts are clearly defined or not but 
who owns the property mghts. If indeed we were looking 
al the question of whether the property mghts are well 
defined or not, we should ask why property mghts in the 
people's hands are not defined but are clearly delineated 
in private hands, and what does it mean by clearly- 
defined property nghts? If property nghts in the hands of 
the whole people are not defined, suppose we were to 
change the state-run enterprises into shareholding enter- 
prises with the state in control of some of the shares and 
private parties in control of the remaining shares, the 
property mghts in the shares controlled by the state 
would still be unclear and only complete privatization 
could clanfy the property mghts. Yet in capitalist soci- 
etes. the capital in state-capitalist enterprises belongs to 
the state and not private parties. Are the property nghts 
in those assets clearly delineated or not? If 5s. ate- 
capitalist property mghts under the capitalist system are 
well-defined but socialist ownership by the whole people 
system's property mghts are not clear, how do we explain 
it? Some comrades suggest letting property mghts com- 
panies manage the shares of state-run enterprises. Why 
would letting a company manage the property mghts 
make those mghts clear” 


Recently | came across an article by a British economist 
and an Austrahan economist who commented on some 
of our comrades’ viewpoints on the state-run enterprises’ 


“vague property rights.” It 1s an interesting article, and, 
not wanting to misconstruc the meaning, | have quoted 
the article word for word The two scholars said that in 
China someone wrote, Property oghts in China’s state- 
run enterprises are vague. nobody cares. Implementing 
the sharcholting system would clarify the property 
rights.’ This argument has turned the facts upside down. 
In the West, enterprises used to be owned by the bosses. 
Propeity mghts were clear In the last several decades, 
most large caterprises have converted to shareholding 
companies. Everyone who owns a share 1s a boss (share- 
holder) The shares are scat'ered. and property nghts in 
enterprises have become ‘vogue’ There are enterprise 
owners, and there are ente; prioe managers. If China truly 
separates ownership rights (the state still owns the large 
enterprises) from management nghts. it can still improve 
1.8 enterprises, there is no need to adopt the shareholding 
sysiem to ‘muddle up’ enterprise property nghts.” It 
went on to say that if the large enterprises were to 
implement the sharcholding system, “to whom would 
they sell the stock” Who would buy” Shareholding com- 
panies first appeared in Venice. The purpose was to raise 
capital and absorb society's idie funds. mainly business 
capital. Today's Chinese workers do not have the spare 
moncy to buy stock, and if the shareholding system is 
implemented, one, shares are issued to the workers, or 
two, shares are sold to other enterprises. What is the 
point?” “Some people in China fee! that if the workers 
own shares of their own enterprise. they would be more 
caring. That is sheer fantasy. Whether a worker (or a 
factory director or manager) wornes about his enterprise 
or not desends on how much the latter pays him. As for 
stocks, he can buy and sell. If proces are going up, he 
would buy, and if price are going down, he would sell. In 
the end, Enterprise A's workers own shares of Enterprise 
B, and Enterprise B's workers own shares of Enterprise 
C. Which enterprise would they worry about? Does it 
matter” “Some Chinese scholars say, ups and downs in 
the stock market exert tremendous pressure. It forces 
enterprises to constantly improve management This 1s 
but sheer speculation and conjecture. Stock markets in 
the West nse and fall mainly for psychological reasons 
and because someone 1s taking advantage of this psy- 
chology to speculate in the market (in Chinese it is 
chaomei-chaomei.) Today. stock prices in the West far 
exceed the real value. Company A’s stock price can 
fluctuate throughout the day Do this enterprise's pro- 
duction and management really change so much in a 
day”” 


These two foreign scholars viewpoints are not without 
merits. At least. the argument that state-run enterprises 
must adopt the sharcholding system based on the theory 
that “property rights are vague” still needs a lot of 
explanations. Of course, this does not mean that China's 
economic entities should not implement the share- 
holding system. China's society has many economic 
components. It may be necessary for some economic 
compenents to adopt the sharcholding system. As for the 
state-run enterprises. on the premise that “ultimately, 
the socialist public ownership system 1s still the primary 
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One of them is income earned from interests, interests 
accrued trom bonds, dividends, and bonuses Under the 
current situation i China, most of thes kind of income is 
income lary to income earned with labor by 
laborens Aller normal consumption, a portion of the 
income of the vast numbers of laborers is temporarily 
left unused and saved as cash for future consumption 
Putting thes portion in the bank or using i to purchase 
bonds and shares can turn a part of consumption fund 
into accumulation fund This is conducive to increasing 
construction funds and alleviating the pressure on the 
market and 1s thus conducive to the socialist construc: 
tron In the course of the change of funds, 11 1s reasonable 
for the user of fund to give to the owner of fund certain 
amount of compensation in the forms of interests, inter. 
ests accrued from bonds. and boouses Besides. such 
compensation us limited and does not constitute the 
mayor income of laborers. However, this kind of income 
is pot created by funds but a redistribution of a pant of 
new value created by laborers in the departments of 
maternal production Regarding those who do not partic 
spate mm productive labor bul live on dividends and 
interests accrued merely by means of large amounts of 
bank deposits and securities. they possess other people's 
surplus labor by means of moncy capital Their income ts 
of an exploitation nature Therefore, it os inconsistent 
with facts to regard interests and interests accrued from 
bonds as income from contribution with funds or distn- 
bution according to work 


Another form us income from work of self-employed 
people Self-employed people are laborers, but they are 
also owners of certain amount of means of production. 
Ther fruits of labor belong to them and their income 1s 
basically incomes from labor However, 1s the source of 
their income entirely the value created with their own 
labor’ No Distinction between two situations should be 
made One us self-employed people who engage in mate- 
nal production They create values and the realization of 
valuc 1s the source of their income However, there 1s 
difference between thei imcome and the value they 
create Thies 1s because there 1s often difference between 
individual labor consumption and social average neces- 
sary labor consumption, and there 1s difference between 
value and realization of value. Another situation 1s 
income of self-employed people in the field of nonmate- 
nal production Although this kind of income results 
from one's own labor, it 1s a redistribution of the valuc 
created by laborers in sectors of matenal production and 
ts transferred to them from a part of the value created by 
laborers in sectors of matenal production through the 
exchange of labor in a roundabout way. It is not from 
value created by laborers in the nonmatenal production 
sectors. Much less is t “income of contribution” of 
“production factors” If self-employed laborers obtain 
their income by means of private means of production 
and workers employed by them. such imcome contains 
certain factors of exploration 


Another form is income from business and differential 
imcome As socialist enterprises under ownership by the 
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whole people and collectively owned enterprises practice 
independent management and assume sole respons: 
bility for profits and lowes and wages are linked to 
beneficial results, laborers in different enterprises may 
get different pay for the same amount of labor used. This 
includes the part resulted from difference in quality of 
Management and may also include the part resulted from 
difference in geographic location, natural conditions, 
market environment, and the quality and quantity of 
machines and equipment used, factory buildings, and 
means of transportation The difference in management 
is mainly determined by the ability of complex labor. So, 
the former should be said to be resulted from difference 
in the ability of complex labor and the difference in 
income is naturally resulted from difference in the 
amount of value newly created by complex labor and the 
difference in the way of distribution How is the latter 
part formed” Although enterprises with different natural 
geographical conditions and equipment conditions may 
produce different fruits of labor with the same amount of 
labor, thereby giving rise of difference in income, there is 
not any difference in the value of products because the 
value of products is not determined by the consumption 
of individual labor. but by social average necessary labor 
consumption The reason why the value 1s the same but 
the income differs is that products are sold at market 
prices and enterprises with better conditions put in less 
labor and costs, the individual value of products 1s lower 
than valuc, and may get additional income. The situa- 
tion of other enterprises is just the opposite. This is a 
kind of inequality and its nature is the result of the 
existence of different forms of public ownership, dif- 
ferent interests of different enterprises in economy under 
the same kind of ownership economy, and exchange of 
equal value Part of the income from labor of some 
enterprises with relatively poorer conditions 1s trans- 
ferred to enterprises with relatively better conditions. To 
put it in another way, par of the labor of enterprises with 
relatively poorer conditions 1s not recognized by the 
society, whereas labor of enterprises with relatively 
better conditions 1s not only recognized by the society 
but 1s given extra compensation This kind of inequality 
is unavoidable in a socialist society and it plays a 
positive role We must admit, but should not be confused 
with the source of the formation of this kind of differ- 
ential income Can nature and machines create value 
without labor of laborers” In fact, not only machines and 
equipment are fruits of labor, many tavorable natural 
geographical conditions are also gradually formed over a 
long penod crystallizing the labor of generations of 
people Nature depends on human labor for its explorta- 
tion, transformation, and utilization Only with our 
labor can the difference in natural geographical condi- 
tions be narrowed and thereby can the difference in 
imcome caused by geographical difference be narrowed. 


Stull another form 1s income of owners of private enter- 
prises and “forcign invested enterprises.” In the initial 
stage of socialism, and under the precondition of taking 
socialist public ownership as the dominant factor, we 








permit and encourage appropriate development of pn- 
vate enterprises and “foreign invested enterprises.” This 
is conducive to attracting funds and technology, 
increasing employment, and —~-— 7-4 development 
of China's productive forces. The law also permits 
owners of private enterprises and capitalists of foreign 
y to get a certain amount of profits through produc- 


H 


mainly by laborers of relevant enterprises. They are 
surplus labor grabbed by capital and not “income from 
capital contribution” The capital of these enterprises 
are nothing but means and conditions for absorbing 
—S As far as the owners of private enterprises 

capitalists of the foreign party are concerned, the 
laborers who work in these enterprises are the exploited. 
No matter how high their income may be, it is only a 
small part of the valuc they create. If all the value created 
by the laborers goes to the laborers, no capitalist will run 
any 
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Toward Quality Improvement” 

the author's speech at a National Quality Work Combe 
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[Text] Beying, |} May (XINHUA)}—It has been more 
than two months since the activity “China's Long March 


palities, covering some 6,000 km 
‘De March loward Improvement. 
Gratifying to the . 


Tee mae ee ver, pened with the Long Mar 
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March” was often cheered by people who had lined up 
the streets, while taxis also gave the television crew the 
right of way. In Henan, an old woman spent WO yuan to 
buy a bouquet of flowers for the reporters. 


One of the most notable fruits of the activity ws the 
awareness of consumers to protect their own interests 
Within a short penod of one month from 6 March to 6 
April, the Long March izing Committee received a 
total of 3,333 telephone calls and 2,115 letters of com- 
plaint. In a single day one telephone took as many as 567 
calls from consumers, totally exhausting the staff mem. 
bers. Worrying that the effort to control quality will end 
up like “a gust of wind,” the are hoping that the 
“Long March will be carned on ver.” 


Governments at various levels and competent authon- 
ties have rendered tremendous support to the activity 
Chen Xitong, state councillor and mayor of Being. was 
the first to make known his intention “not to protect the 
calves [first-time offenders). Sichuan Governor Zhang 


— and unlicensed oy Under the climate 
oy a .” Tianjin, Shanghai, Liaon- 
ing, =| Shana, Jilin, Guangdong. 


inces adopted new | dy to improve 
y— and crack down on fake products, launched 
“local versions” of the Long March, or drew inferences 
about other cases from one typical local instance of fake 
products which brought to light. The Ministry of 
. istry of Commerce, the Ministry 
of Construction, and the State Pharmaceutical Adminis- 
tration issued documents urging all subordinate units to 
actively support the Long March by improving the work 
of quality control through the activity. The Ministry of 
Light Industry has taken measures and achieved some 
results in reinforcing supervision over the production 
and marketing of thermoses, a long neglected area Liv 
Fuzhi, procurator general of the Supreme People’s Proc- 
uratorate, has instructed procuratorial organs to support 


supervisory departments even more. According to a 
deputy director of the State Bureau of Technology Super- 
vision, the Long March has solved problems which the 
bureau failed to do in many years. Of course, there are 

persons im individual grass-roots govern- 
ments, mainly in those places criticized by name. who 
have adopted a passive or even resistant attitude 


Enterpnses’ reactions varied. Those being commended 
were in high spirits, whereas those being criticized were 
greatly shocked. Having gulped down their homemade 
“bitter brew,” they started to wake up. Some enterprises 
took a perfunctory attitude. When this reporter inquired 
about the “sources,” their reply was “no comment.” 
More enterprises have sensed a “fearful power There 
were also a number of far-sighted entrepreneurs who 
strongly welcomed the launching of such activities: They 
believed this will create conditions for fair competition 
and 1s conducive to gearing enterprises to the market and 
transforming the mechanism within enterprises 

















This is gratifying and should receive congratulations.” 
He also relayed Promier Li Peng's opinion: “Well done. 
The impact is great.” 
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tickets. It was a favor if one thing was sold to you. Who 
would raise the question of quality” 


Ala recent discussion meeting, a responsible comrade of 
the State Planning Commission's Institute of Planned 
Economy said: Serious quality problems were caused by 
the following reasons: |) ic growth is now 
decided by demand side instead of by the y 
side. 2) Industrial structure has gradually changed 
heavy industry of the past to light indusiry, which has 
competitive markets at home and abroad. 3) Consumers 
require better products. He held that quality is a point on 
which industries, enterprises, and consumers focus their 
attention. 


According to information provided by the consumer 
association, several years ago, most complaints came 
from users of electric household appliances Later, shoe 

became the main targets of complaints. 


manufacturers have achieved results in upgrad: 
quality More complaints about the quality of 


of standard that gives expression to our achievements in 
reform and economic development. Many positive 
examples given in our articles prove that we can ) an 
enterprise by judging the quality of its products Why is 
the quality of Jindao refrigerators good” Because the 
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market system Otherwise, 
products might not rly with fake or infenor 
ones. During my visit to ‘s Gongy: City, | encoun 
tered a strange situation When | discovered evidence 
that a plant was making poor. quality electrical cores, | 
went to talk to the manager of the plant and told him that 
1 was going to reveal the facts. The manager said he was 
not afrand of that. He said Go ahead and do i! A 
newspaper did the same thing last time Instead of 
hurting us, +t did us good by giving us free publicity Our 
local guesthouse did not have enough rooms to accom- 
modate the catra people who came to purchase our 
products This tsa problem that deserves our full atten- 
tron A careful observation will show that a dangerous 
tendency casts m the economic cycle of production, 
marketing. and consumption Plants that turn out fake 
and infenor products sell ther products to state-run 
large. and medium-sized enterprises and markets by 
giving kickbacks Then. the enterprises sell to 
consumers. The victems of such transactions are con- 
sumers However, state-run enterprises also 

losses because their coonomic efficiency ts affected by 


uine and good-quality 


Committee to improve the economic efficiency of state- 
run large and medium-sized enterprises. 


Relationship Between (juality and Society 


Quality not only « essential for products but also for 
ecconomn (‘2 More often than not, product quality 
reflects th — amectron between the economy and society 


ucts Pot only produce corrupt sales personnel, they can 
also produce corrupt government perscane!l because 
therr manufacturers will use meney to buy a protective 
umbrella In addition to losing money. people 
purchased counterfent and shoddy 

lose ther family harmony and their 

four modernizations as well as social stability—yust 
one of our reporters sand 


certain 
city to hear consumers’ over 15,000 people 
showed up Some consumers lugged their television sets 
along One hurted his television set in front of us, saying: 
“Tam gomng to throw i away, anyway. Please record this 


broke down, and he could not have the problems 


administrative ethics. good public order, and good- 


quality products are three things essential for winning 
popular suppor 
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Commenting on our long journey to find facts con. 
cerning product quality, the masses not only praised the 
press but also the party and the government for pro- 
viding them with a big. useful service 


Si for | Product Should Be 
yn a mproving Quality 


Product quality has these distinctive characteristics: 


Broadly speaking, problems about quality can be 
observed in many areas and at various levels, their 
causes are also very complicated. and their natures are 
also vastly different: Counterfeiting. for cxaample, is a 
lawless conduct that infringes on other people's mghts, i 
1S MOL just aN Ordinary problem about quality When this 
problem is compounded by other problems, the task of 
ensuring product quality becomes very difficult 


Nevertheless, since product quality is the physical 
embodiment of many causes. it 1s something definite and 
something that can be tested quite casily. therefore, 
cxamining product quality is a highly maneuverable 
operation This is the casy aspect of ensurmng product 
quality 


The problem of interests 1s the key to solving problems 
about product quality Thus, dealing with the problems 
by resorting only to people's awareness and sense of 
ies 18 NOt enough, applying contro! or sanctions 
against interests is the fundamental way to ensure 


product quality 


Product quality 1s also a permanent economic issuc. 
While it will take a long time to resolve the existing 
problems concerning quality, new problems will occur 
when the cxrsting problems have been resolved How- 
ever, the urgency of dealing with this issue cannot be 
ignored just because of its protracted nature 


Basing on the expenences we have gained from the long 
journey. we think consideration should be given to the 
following proposals for ensumng product quality 


|. Handle the problems at varnous levels Despite their 
complexity, problems of product quality can be divided 
into three categories: |) Counterfeiting. This 1s not an 
ordinary problem about poor quality, but deliberate. 
lawless conduct. 2) Utter shoddiness, such as bits and 
preces of snail shells and broken glasses in wines. Such 
shoddiness seriously jcopardizes consumers’ safety and 
health as well as normal economic operations. 3) All 
ordinary problems concerning quality 


Prornty currently should be given to cracking down on 
counterfeiting and utter shoddiness 


2. Trace the problems back to producers. Efforts to 
ensure product quality must produce a certain impact on 
interests. To do this. responsibilities should be clearly 
defined Since the responsibilities between producers 
and sellers are often unclear. they blame each other when 
problems occur For the sellers, they would say that they 
are not the manufacturers. and for the manufacturers. 
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they would say that they already have given maintenance 
fees to their sales agents Consequently, the consumers 
are kicked back and forth, complaints are unheeded, and 
counterfeiters are not found) When measures for tracing 
responsibilities are carnestly enforced, buyers can hold 
sellers responsible for shoddy products, sellers can hold 
wholesellers responsible, and wholesellers can hold man- 
ufacturers responsible for the same reason. Only when 
producers hold themselves responsible for the quality of 
the products they produce will sellers hold themselves 
responsible for the goods they sell. 


3. Improve relevant laws and regulations One of the 
strongest demands we heard in our journey 1s to ensure 
product quality by means of law Although there are 
some regulations governing sanctions against counterfeit 
and shoddy goods. they are not comprehensive. nor are 
they earnestly enforced. so they do not have intimidating 
effects. How can a counterfeiter or a producer of shoddy 
goods be intimidated when they are fined only a few 
hundred yuan or a few thousand yuan when they can 
make a profit of tens of thousands yuan. or even hun- 
dreds of thousand yuan” 


While there are positive efforts to draw up the “Law 
Governing Product Quality,” people propose that cer- 
tain administrative regulations should be introduced. 
We have learned during our journey that certain prob- 
lems about quality, especially those involving large 
areas, often have something to do with nonstandardized 
regulations of poor coordination between competent 
authonties because of a lack of regulations to follow 
This 1s the case for problems involving bean-based pork 
infenor medicines, and gas-burning water heaters, as 
well as certain cosmetics, which gave nse to disputes 
some time ago Some people sharply pointed out The 
situation where “little goblins suffer while immortals 
fight among themselves” should not continue 


4. Exposure by the media. People know that those 
dealing in counterfeit and shoddy goods are most appre- 
hensive about being exposed. The power of exposure hes 
in the consequence that shoddy products will have no 
buyers once their natures have been exposed to the 
public, to shoppers, and to the vast number of con- 
sumers. While authorities in charge of business and 
technical supervision have accomplished a great deal. 
they often feel short-handed and compare their limita- 
tions to trying to put out a big fire with a cup of water. In 
the future, if the media get hold of a few mayor cases and 
expose them after looking into them thoroughly. the 
results will produce a considerable intimidating power 
When our long journcy began. comrades of the State 
Bureau of Commercial Inspection took the initiative in 
coordinating their work with vanous groups and com- 
mittees in furnishing us with some typical cases, and we 
also had the support from the Foreign Economic Rela- 
tions and Trade Ministry. so our investigation immed:- 
ately created a shock. That was an cxample of great 
success 
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5. Joint actions from all quarters We deeply fee! that the 
press was by no means the only source of strength that 
created the shock. We could not have challenged the 
local protectionism had we not had the support from 
leading comrades of the State Council, we could not 

y have scientifically judged and selected the tar- 
gets for exposure had we not had the support from 
certain responsible authorities, enterprises could hardly 
have proceeded with their restructuring if they did not 
have local governments’ support, and we could not 
possibly have created the great impact if we did not have 
the support from the vast number of consumers and 
consuming groups. This shows the strength of jount 
actions. 


Under certain cirumstances, such jyornt actions are quite 
effective in forcing manufacturers to improve the quality 
of their goods. But there should be varnous other ways 
Some people propose in their letters to us that our “Long 
March” operation should be retained. regular liaison 
units should be established. and our activities should be 
held once or twice every year Moreover. there can be the 
establishment of similar liaison networks by vanous 
regions and various trades, cooperation between the 
media and responsible authorities. including the con- 
summers organizations. in sponsoring special columns on 
improving product quality, and so forth 


6 Bidirectional methods To solve al! problems con- 
cerning product quality, we must deal with sporadic and 

problems first. then prevalent and deep- 
rooted problems, and vice versa. The whole process 


selected spots to a broad areca. By domg sw. we must 
single out certain products and certain enterprises so we 
can use them as cxamples to educate other manulac- 
turers and enterprises to improve the quality of their 
As far as enterprnses are concerned. we must 
their performance. discipline their operation. and 
offer them assistance By assistance. it means we should 
help them dig out their deep-rooted problems and solve 
them—first the symptoms of the problems. and then 
Some deep-rooted problems are useful 
ee ee ee SS oe Se OS 
with by departments in charge of macroeconomn 
management. In this case, efforts are applied from 
selected spots to a broad area After the government and 
departments in charge of macroeconomic management 
have improved their work. they have to implement the 
improvement measures. thus beginning another cycle of 
ng efforts from a broad area to selected areas By 
doing this, not only will we be able to improve product 
quality both temporanly and permanently but we can 
also regard this method as a head start in promoting our 
economic operation as a whole 
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in phonetic transcription of Chinese characters Under 
the national emblem is the country name and symbolic 


datc The reverse side of the con bears an illustration of 


has actually developed from the past [situation of) the — plum blossoms as a main device On the nght upper side 


Mate taking on everything into combined investment of — of the plum blossom design are Chinese characters 


In recent years (hina’s capital construction investment 











1. Characteristics of the Short term loan Market 
term loan activity in the 


ic 


assuring normal enterprise production and promoting 
the development of the Hainan economy 


and demand for funds ensuring that debts are cleared. 
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equivalent spelled in phonetn transcription of Chinese 


representing the face value of “Tifly conte” and its 
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6. The function of short-term loans « obviows It 6 
the country From 1987 through the first half = exchanges. meeting temporary fund circulating require- 


manifested in obtain 
as making up the 


extremely useful in casing the contradiction in the supply —s and foreign trade caport of agricultural byproducts 
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The credit institutions of 
milhon yuan in deposits, 


accounts balances and ratio of capital. For 
than 10 million yuan in short-term loans 


off and borrow funds much in excess of the 
8 million yuan, and borrowed 44.2 million 
in short-term loans One urban credit institution 
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more 
month, more than 1000 percent in excess of its 
a 
the credi 
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agreement 
mpossible to 
ister these loans. they often cause funds 
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loans with the same duration and the same expiration. 


Some because of a great deal of “profiteering,” have very 
high interest rates. sometimes more than twice as high as 


x | 
large discrepancy between the interest on short-term 
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banks Because of this the loan interest rate 1s raised and 
the operating costs for financial izations and enter- 
ialation. 


the People’s Bank daily short-term loan rate for regular 
prises are increased. pulling up 
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b visting Problems in the Short term Ioan Market ability to pa 


The usefulness of Mainan’s short-term loan market is 
attested to. bul there still are some problems 
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111. Improving the Short-term loan Market ( oncept 
Developing and improving Hainan short-term loan mar- 
kets and conducting honzontal movement of funds are 
important parts of the intensification of reform of the 
economic and financial systems and are indispensable 
for developing the planned commodity economy, and 
important measures to resolve the contradiction in the 
supply and demand for funds and to encourage Hainan 
Province s development To further improve short-term 
loan market mechanisms to better perform their finan- 


aspects 


WO) percent and those as 
one year or more make up — cual function. it 1s necessary to start with the following 


nerally are rather long 
a typical survey, those of 
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generally one 
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| Establish membership system short-term loan markets 


Some financial organizations do not consider their own led by the People’s Bank Since the People’s Bank issued 


4 Above quota short-term borrowing 1s rather senous 














th t the country by mem- 
s Bank has taken the lead 

in izing. These financial markets are commonly 
“money markets.” They are intermediary finan- 

cial organizations mainly serving participants in the 
financial market network and responsible for short-term 
Fe Sen tame Sarees, anes serum 
of information on the supply and demand for money. 
and unified participation in short-term borrowing and 
loaning of constituent members of the financial market 
with other areas. Professionally the intermediary organ 
zation 1s directly subordinate to the leadership of the 
People's Bank and the People’s Bank publishes penodic 
directives on short-term loan interest rates to direct the 
development of the short-ierm loan business. The orga- 
mization should have a common membership fund pro- 
by members as a base for the circulation of funds 
should be in the network with the People’s Bank's 
headquarters national financial market price 
trading. and information system Based on the 
experence of the “money markets” of Yunnan 
other places, establishing a visible 
solve the problem of the indirect 
nancial markets being rather weak 
and other financial organizations 
systems and issue their own short-term 
he People's Bank financial market admin- 
ve meoomplete control over 
which 1s not helpful to administration 
People’s Bank not reacting sharply because it 
have real control over short-term loans. Hainan 
Province’s present finance companies do not all have the 
“money market” responsibilities and functions proposed 


companies as members of the new “money markets” 
would continue to perform thei onginal functions. 
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2. Establish financial market administrative regulations 
appropnate to Hainan’s actual situation Although the 
People’s Bank gencsal licudquarters has formulated 
Industry Provisional Procedures for Adminis- 

-term Loans, they are just overall require- 
ments formulated for the Central Bank to ensure the 
| of macrocontrols and the implementa- 
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current Banking Industry Provisional 
Administering Short-term Loans still lack 
slantio 


l 


norms that should be observed among 
organizations in banking industry short-term 
Thus, they should refer to the general headquar- 
Procedures and join them with the actual situation 
Hainan to formulate such regulations as Hainan 
Administrative Regulations for Banking Industry Short- 


fi 


term Loans, Regulations on Financial Organization 
Short-term Loans and Responsibility for Structural 
Ratios, and Financial Administrative Procedures for 
Financial Markets Implement regulations regarding 
such things as short-term loan units qualifications, the 
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objects and principals of short-term loans and the scope 
of sources of funds, the proportion of financial organs 
zation short-term loans, intermediary organization 
administration and cachange of short-term loan inten- 
Hons, ecApiration and interest rate consultations, 
appraisal of short-term loan agreements, methods of 
transfer of short-term loan accounts, dealing with funds 
being held up in process. penalties for overdue repay- 
ment or other violations of the contract, and arbiters for 
business disputes as well as msk guarantees and proce- 
dures for suits so that short-term loan activity can be 
ruled by law 


3. Reform the current credit fund administrative system. 
If we want to develop the short-term loan market, we 
should further reform the credit fund administrative 
system. First, regular banks should thoroughly break up 
“vertical” financial patterns and develop multichannel 
financial activity, Second, the People’s Bank should 
reduce regular bank temporary loans and greatly develop 
the rediscount business. Moreover, the rate on short. 
term loan market short-term loans should be slightly 
lower than the rediscount rate to encourage regular 
banks to engage in short-term loan activity and avoid the 
— of partaking in the Central Bank “big pot” 


4. Appropnately relax controls on short-term loans. 
Despite the fact that Hainan is mght now undergoing a 
large scale development penod. there 1s a shortage of 
funds and funds circulate rather slowly So, relevant 
administrative regulations should clearly specify that the 
expiration on short-term loans can be capanded to six 
months and short-term loans can grant short-term circu- 
lating fund loans, but strictly forbid the granting of fixed 

asset loans. Short-term loan interest rates generally 
follow the market, but the Central Bank should penod- 
ically publish a directed interest rate for short-term 


issue bills for short-term banking loans limited to finan- 
cial organizations to strengthen the credit concept of 
both sides of short-term loans and reduce the nsk of 
short-term loans 


6. Investment onentation of short-term loans should 
comply with the industry inclined policy Short-term 
loans certainly must comply with Haman and state 
regulations to be used to support places in urgent need of 
funds and to improve the economic results from short- 
term loans to the greatest extent 
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5. Having established a preliminary securities market 
adminisirative system, cachange prices are gradually 
becoming reasonable 


EST) ; 


GANGAO JINGII 


MAC4O ECONOMIC DIG 


in Chinese No 3, 18 Mar 92 pp 12-13 


Haiaan's Securities Markets 
Economist 


92CB04378 
KONG AND 
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regards its own mechanisms, Hainan’s securities market 
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Hainan Provincial Secunties 


is NOt very perfect. So, the securities market has not been 
able to function very well Its main problems are 
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Securities Market 
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[Text] 1 Preseat States and ( haracteristics of Hainan's 
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throughout the province only about 5 percent of the total 
securities issued have been transferred on the market 


According to incomplete statistics, since 1982 


Markets Active, Issuing Volume 


supply and demand and investors lacking selection and 


resulting in a pronounced contradiction in market 
an opportunity to compare and increasing investor risk 


individual merchants, (4) service organizations— 
accounting offices. legal 
shareholder service companies. secunties and 


4. The securnties market structure 1s incomplete 
enti 


immature The market cannot fully accomplish its func- 
tions and there 1s even a certain amount of confusion In 


prov- markets is not good and the functioning of the market is 
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addition, the vast majority of the securities exchange 


counties do not even have an agency. This causes very 
uneven development of second class markets in various 
places, great discrepancies in securities prices between 
areas, rampant profiteering overlord activity by such 
people as bill vendors, and rampant cross-regional black 
market trading 

5S Secunties exchange market mechanisms incomplete 


Securities issues (including methods, prices, and forms 
of issue) are 1 standardized Secunties credit 
grading 1s not standardized and credit grade evaluations 
are ¢ and a system for making enterprise 
finances public still has not been implemented, which 
does not help investors choose securities. They lack staffs 
familar with the laws ing the funct 

ent in securities 
operations. They especially lack a group of securnties 
brokers who understand the business. With the excep 
thon of Haman Provincial Securities Company, the other 
securities cachange organizations have rather inade- 
quate technical faciitves and equipment and backward 
operating methods not suited to market trading needs 


6 Sound securities market rules and regulations are 
lacking. 


I1l. Dealing With Farther Development of Hainan’s Secu- 
rites Market 


The maim body of uvestors (traders), the object of 
investment (financial instruments), the market structure. 
and rules and regulations are the four principal factors in 
the secunties market For the growth and development 
of the secunties market we must concentrate our efforts 
to build on these four factors. 


| Do a good job of developing the market structure. 


Shenzhen and Shanghai's expenence teaches that incom- 
plete mechanisms can cause the market to function 
chaotically For example. if the administrative organiza- 
tion lacks authonty, decrees cannot be effec- 


government 
tively umplemented. if there are no efficient interme- 
diary organizations, secunties cannot be issued and 
exchanged. if there are no service organizations. it could 
affect the quality of the exchange. if there are no over- 
sight organizations. there cannot be effective supervision 
to investigate and punish violations of law and discip! ne 
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and ensure the sound functioning of the market So, we 
must first establish a sound of market organiza- 
tons. First, we must a government organiza- 


circulation companies Fifth, we should establish a secu- 
nites market oversight commission and establish admin- 
istrative procedures and systems. clearly define respon- 
sibility, and strengthen control 

2 Set up secunties market rules and regulations. 


After reviewing Shenzhen’s and Ss capenences, 


i 
ups 
By a5 oF 
Th i 
Hine 
allt 


3 
; 


gs 
=¢s 


res of securnties reach a certain 


g 
i 
z 
: 


ef 
es 
: 
i 
; 
: 
5% 
3 
3 
= 


| 
| 


government bonds. development bonds. and key enter- 
prise bonds as well as stocks issued to society Adding to 
the volume of vaneties and the scale of are to 


reform the system of the issuance of national bonds 
relying on apportionment and have investors freely offer 








5. Improve the grading of securties. 


international and domestic standardized evaluation 
methods and indexing systems to improve the accuracy. 
scientific nature, fairness. and universality of the grades. 


ues and equipment to set up a national and a provincial 
automatic securities cachange price quoting system to 
make for keen information. accurate feedback, and 
excellent service to satisfy the multiple requirements for 
the operation of the market 


7. Set up screntific securities market adjustment mecha- 


Secunties market adjusiment 1s based on the effect of 
two kinds of mechanisms. 1 ¢ the market mechanism’s 

the planning mechanism’s conscious 
. We need to set up a mechanism that organ- 
combines the planned adjustment and the market 
To coordinate the two, first the Central 
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8 Gradually establish a complete international securnties 
market with special zone charactenstics 


To meet the a special zone's requirements to 
further reform Ng up, raise foreign invesiment 
for dpuenmens, Gad Gove a foreign oriented 
economy, Hainan should set out now to consult the 


imternational capenence and lessons of securities mar- 


kets in various countnes in the world and establish a 
mature. complete international secunties market with 


products, and open the securities 
market to foreign investment trust funds 


9 Improve publicity and dissemination of secunties and 
investment information 

We should use vanous types of publicity tools to dissem- 
inate information in such areas as securities. securnties 
exchange operations, and investment msks and improve 
the masses’ awareness of finance and investment and 
correctly guide investment and speculation and promote 
the healthy growth of the secunties market 
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Journal on Steel Industry Economic Peturns 


HKO0S06133092 Beying JINGJI GUANLI in Chinese 
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Article by the Metallurgical Economic Development 

Center: “Analysis of Economic Returns of Iron 
and Stee! Industry and Eight Mayor Stee! Works During 
Seventh Five-Year Plan”. edited by An Lumuing (| 344 
6424 2494)) 


eS Se Se Se Se 
During Seventh Five-Year Plan 


During the Seventh Five-Year Plan. the gross outpu 
value of the iron and steel industry was 278 22 bilhon 
yuan, 48.21 percent above the Sixth Five-Year Plan. or 
an average growth of 7.05 percent a year Sales amounted 
to 429.562 billion yuan, up 120.44 percent, an annual 
average of 16.15 percent. Realized profits and taxes 
totaled 89.045 billion yuan, up 85.34 percent. an average 
of 5.90 percent a year, and realized profits amounted to 
45.04 billion yuan, up 35.9 percent. An average annual 
imcrease of 8.51 percent was registered in the first three 
years of the Seventh Five-Year Plan but, during the last 
two years an average drop of 20.53 percent was regis- 
tered. The amount of profits and taxes turned over to the 
State increased by 82.28 percent to 59.853 billion yuan. 
an average of 8.21 percent a year. Profits actually 
by enterprises amounted to | 3.946 billion yuan. 











ion yuan a 


the Seventh 


bl 


Year Plan Calculated on the basis of the composite 
Five-Year Plan, or an average of 2.268 


tax rate for the Sixth Five-Year Plan, || 341 billion yuan 


in profits were turned into taxes dun 


Ic 


11 types of new taxes and charges were introduced by the 


Siath Five-Year Plan shows that a considerable portion 
central and local authorities between | 988 and | 990 


of the profits of enterprises was converted into taxes duc 
composite tax rate for the whole trade was 7 65 percent 
during the Sixth Five-Year Plan but increased by 2 64 
was an important reason for the drastic drop in profits 
According to Bena: Iron and Stee! Company statistics. 
These included budget regulation fund. stamp duty. 
price regulation fund, forestry development fund. grain 


year, reaching a high of 2.87 billion yuan in 1990. This 
and o1! regulation fund. and land-use tax 


to consian! imcreases in tax types and tax rates. The 
——- points to 10.29 percent during the Seventh 
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This was by fo means fortuitous As development during 
the Seventh Five Year Plan shows. steel output 
inoreased by 69 | percent from 25) mulhon tonnes in 
1985 to 4-35 millon tonnes in 1990 at an annual average 
rate of 11.05 percent, | 77 times higher than the average 
rate of 1.99 percent for the other seven key veel works 
Kealived and tases increased from | 114 billion 
im 1985 to 2 626 bilhon yuan i 1990. the highest 
the whole trade. at an average rate of 187 

year, 2 4 times higher than the average fate of 8S percent 
for the other seven key steel! works Profits and tases 
turned over to the state mncreased from 78) millon yuan 
1985 to | 499 bilhon yuan in 1990 at an average rate 
119 percent a year, nearly double the average fate of 
) percent for the other seven key steel works Shoude 
tron and Steel Company was able to achieve highs 
oulpul returns because Htc its operational mech 
up its accumulation 
and develop visell, and made the might decision in 
techorcal renovation. production. and operation 
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strengthened management repeatedly lapped potential 
made cflorts to cradiate and overcome unfavorabic 
external factors Whe price cranes. and ultimately wx 
ceeded in sticadily increasing its overall returns During 
the Seventh Five Vear Plan its grows indusinal output 
value was 17 7) percent up compared with the Srath 
tive Year Plan. representing an average annual growth 
rate of 714 percent lis proceeds from sale row by 
106 7) percent. of 16 99 percent a year realred profits 
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and tases row by 64.46 percent, of 7 69 percent a year. 
profits and tases turned over to the sate rowe by F409 
percent, of 40) percent a year Hi rawed | 41) bulhon 
yuan for mvestiment in fiaed awets (iavestiment from 
other sources amounted to 28) millon yuan) and com 
pleted the Necessary Property on whedule with a view to 
achieving a “double two million tonne capacity on the 
production of iron and steel 


During the Seventh Five YVoar Plan, other key steel 
works also increased then returns to varying degrees bor 
imestance. the Anshan tron and Steel Company achieved 
Progress in improving its product quality saving energy 
and reducing maternal consumption The Tanuan bron 
and Sticel Company made improvements in ity returns 
on ravestiment in fiaed assets and labor productivity The 
Bens: tron and Stee! Company managed to achieve a 
comprehensive completion fate from ingot to 
steel and a “double target rate © The Baotou tron 
and Steel Company achieved better returns on imvest 
ment in fiaed avsets and the Panshihua tron and Steel 
Company was able to reduce its maternal Consumption 
(M course. there are imcomparable factor in hon vzontal 
comparisons of thes kind For metance although the 
Panshihua tron and Stee! Company has indeed 
improved is coonomn returns m feCent years. on 
subyect to greater restrictions in the supply of coulsonite 
and tHanomagnectite than other coterprives Hi has greater 
difficulty smelting tron because the average grade of its 
smelting ores 6 only 46 percent Hs weak in ity colleng 
capacity and its product min rather wmple Hh manly 
produces heavy duty tracks and a omall quantity of 
purpose-built rolled steel Very few of ity products have 
a high added value and. cach year about one third of its 
blooms have to be relocated to other units These have 
all affected the company 6 cconomn returns on a wgnl 
want way As far as returns on ravesiment in fined assets 
are concerned. the Panshihua tron and Mice! ( ompany 
died quite well, having achieved an input output ratio of 
11.696 for its fined assets during the Sath Five Vear 
Plan Duc to the Commencement of the sccond phase of 
construction and the completion of the No 4 Baw 
Furnace during the Seventh Five Year Plan and the 
launching of the hot rolling plant toward the latter halt 
of thes pened. much of the returns on investment will 
not be realized until the Eighth Five Year Plan 


Throughout the Seventh Five Year Plan and i the year 
1990. the caght key steel works part ularly the Shoude 
Wuhan and Maanshan tron and Nice! ( ompanies have 
all distinguished themectves by umproving then coo 
nomen returns Thew basn caperence may be sommed 


up m the following four ports 


1 Establish a gusding ideology with coonomn returns as 
the central meu and give first pronty to the emprove 
ment of coonome returns in the work of enterprives In 
thes regard. the capernence of the Shoudy tron and Sicet 
Company « of great wenificance a a typical model 
Forst, on the 10 vears wace the implementation of the 
contract system the Shoudu tron and Stee! ( ompany 
has taken the acheeworment of a ©) percent annual 
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lable | ( omparioon between the Material ( cnsemption 
end beomomi and lechnical ladices of Key Stee! Pater 


prises in 1990 
| Cooperethe Teergy ( oneempteen for Bech Ton of Meet 
Average ©)! te of tanderd coal 
Nerher of coterprar betow average 6 
Cheenti) sere om arerage 486 MID tome 
Acrown! caved on average |! milhon yuan 
Average mivenced towel G4 bg of tenderd coal 
Nemher of coterprare betes average advanced towel 10) 
Quaniny teved at average advanced level 2 M6 milion tone 
Armoem sewed at average advanced towel 15) mula yuan 
) Matoce! conwmptron by converter 
Avoreee | 120 tgftoe 
Neerrer of eoterprace betew average 10 
eaetety coved on average 25). 000 tome 
Amown! wred on average 15) mulhon yuan 
Average advanced tewel | 10) kgvton 
Neenier of coterpreacs Betow average advanced lewet 14 
(hermit) awed ot evereer advancet tevel €90 (0D tom 
Amown! aeved at average advanced bevel 994 milhon yuan 
Fler trecety comeumnptran by ctectre furnace 
Average 9®) tslowstthowrv ton 
(Qeaetety @ved of evernge 70 45 mathon tot 
Amownt waved on average | 4 mulbon yuan 
Average advanced tewel S6) ) brlowatthounvter 


Numa of eaterpriar teive average advanced level 3 








(huantity cowed at average advanced bevel (EI muthon kwh 
Amount weaved ot average advanced tere! Me mithon yuan 


4 ( Ompreheme we COMptetion rete From rag: to rothed eee! 


Average 84.0) percem 

Nemo: of eoterprrers hehe average 4 
Quantity red on average 149.000 tone 
Amount ved on average 149 milhon yuan 

Average advanced towel £5 85 percent 

Nemier of coterpriacs below average advanced level \ 
(Quantity seved at average advanced level 606 BOD tons 
Amount weved at average advanced level 60) milhon yuan 


5 Rate of rolled weet thet @ up to tanderd 


Average OF OO percent 

Number of eoterprias below average — 
Quantity wred on average 104 BOD tons 
Amount wred on average 10S millon yuan 

Average advanced level 99 OO percent 

Number of eoterpriacs below average advanced level 10 
Quantity wved ot average advanced level 16) 600 tom 
Amo o weved at average advanced level 16) millon yuan 
Total Amownt wed on average 69! millon yuan 
Amount wved ot average advanced level | 45) bilhon yuan 


| tems | 2. } end 5 are calculated on the bane of afl bey tee! works 
mayor coterpreacs erth clectrn furnace brted on eattical harts 
@heh carry the shows ondioes 


2 em 4 @ calowlated of the bees of figures for the caght bey tee! 
works bested om the statestecal charts 








Table 4 ( omparison of 1990 Economic Returns From Fight Key Stee! Works on the Basis of Multi indexed | valuation 


Nem of tates 
|! Labo preddecterety (Tesed on gross cwtpwt vabur) 
) Laker predectordty (heat on ect cwtpet vaher) 
| Rate of eet cwtpet value om total wages 


4 Prof and tas cote om funds (feed aserts at org 
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S Profits on fend (same as showe) 
6 (om hr @ ate proceeds 

) Commperaite egy comsemptiion per ton of ster! 
§ Marernal consumption by converter ’ 
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4 ECONOMIC 1 July 1992 
| Shsade Wen end Steel Company — . 
| Verge | ‘were Peeittee 

i Labor pranductivity (hesed on grime output valve) 4 1212400 | 0 06289 i 

2 Labor productivity (hese on wet oulput vabue) 4 2861) 80 | 0 ORe4) i 

' Rate of net owlput value in total wages 4 wera) | 0 06418 i 

4 Profit and tan rete on funds (fined assets ot ong: 8) 0.47289 i 

= Ss. a } 

5 Profits on fund (same as above) | wai 0 484)s i as 

6 Com rate on sake proceeds a 64.10 | o2) ! on 

) Comparstie energy consumption per ton of see! | 900 10 } 0 16704 i 

ja | 12600 | oases _— 

9 Comprehensive compietion rate from ingot to 8) 68 0.05210 i 

= — | i _ 

10 “Dowtke target rave for relled see! a 4m | 0 1004)  =_—en 

Total sores | 6B Me i 

| Webas lree and Sier! ( company I 
a « tome aun = 

' Labor productivity (based on gross ovtput value) wih) ao ose" ? 

2 Labor productivity (hesed on net output value) “« 18998 0.05932 ee 

¥ Rate of act output valur in total wages . om 499 4 0 05820 . nae 

4 Profit and tax rate on funds (fined assets at ong ' 22.15 0.17645 2 

mal value) nas a 

5 Profits on fund (same as above) — ; mm ¢ 1% 0 18869 2 oe 

© Com rate on sakes proceeds —_——— 68 45 022285 2 

? Comparable coergy consumptioe per ton of see! 980 00 01s) 2 

0 Moral conumpsien siceevenen 000 | 1112000 o.osen — 

9 Comprehensive compietion rate from ingot to #1) oosiw } 

en _ . ee 

10 “Dowbte target rate for rolled steet 5) 012284 ! 

Tota) wore — | 9153 0.12284 1. 

Position a | 1 14355 ce 

; a Maaashas Iroe and Stee! ( ompany - 
lerges Score Veerttes 

| Labor productivity (based on gros output valve) | 21899-50 0.04248 . 

2 2 Labor productivity (tased on eet ovipul value) + = 14082 10 ooaw i= — 

} \ Rate of art output value in total wages 421% 0.04910 . 

irbele mothGuances | a8 aeees oe 

onal value) 

rr an — 

6 Com rate ce sales provends = —_* 42 0.207% } a 

? ) Comparatie energy consumption per oo of see! | _ 933 00 0.15295 ae 

8 Matena) consumption st converters — aD 1136.00 0 04895 sl eae 

9 Comprehens: ve comptetion rate from ingot to % 0 04965 5 

rolted weet 

10 “D 10 ~Dowble target” rate for rolled steel T 19 04 0 10729 sl 

Tota! score : — 0.95355 | SO 
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1 July 1992 ECONOMIC “ 
| Neches lime cad tee!) nepen) 

Verges wore Peoittae 
| Labor productivity (teased on gross owiput value) | 256 FO 004%) ‘ 
2 Labor productivity (Inesed on met owiput valve) | tees 0 | 00829) | } 
\ Hate of met output value in total wages | ave) | oosis? | } 
4 Profit and tas rete on funds (fined assets oi ong iis orm 4 
wna! vebue) | | | 
) Profits on fund (same as above) .~ | 00922) , 5 
6 Cost rete on sales procends | "me | 0 19e% | ‘ 
) Comparebte energy consumption prt ton of wee! | vane | 018280 | ‘4 
. Metenal consumption ot converers | noe | oo 2 
9 Comprehensive comptetion rete from iaget to m4 oowl ‘4 
= ' 

10 “Dowbte target” rate for rotted eet a) 4) ony ? 

Total wore | | oopias : 

Prin | | t ‘ 
| ——— 

| Verget | Nor Peettios 
! Labor productivity (hesrd on gross output value) | wie #0 | oove | } 
2 Labor productivity (tased on eet ovtput value) | ww | ool | ’ 
\ Rate of net output valur in total wages | hes | ooww | 6 
4 Profit and tas rate on funds (fined aseets at ong “uw 014 } 
= S + ; ' 
$ Profit on fund (same as above) | 727 011970 ; } 
6 Cost rate on sakes proceeds | “ew | omorn | ’ 
7 Comparable energy consumption per ton of ster! \ ion) | 0 14eea) . 
8 Maternal consumption 91 convener | iM | 0 Oavn) | ‘ 
9 Comprehens ve compéction rate from raget to aes oe ? 
Se ‘ ‘ | 
10 “Dowie target” rate for rolled eet “uae 0078s ? 
Total score | 06727) 

— I . 

| Rees) iree end Stee! ( ompens 

| Nerge “er Veertree 
| Labor productiwety (based of grow owtpwl valuc) | em 00) ? 
2 Labor productivity (tased on art output value) | 11088 ooe) ‘ 
" Rate of net output vabur in tots) wages j mm)? oo ? 
4 Profi and tan rate oo fends (ned exarte 0 oneal WN 0 O9ROS . 
5 Profits om fund (same as above) | $s 0 C8808 . 
6 Com rete on cales procesds | ‘- ore 6 
7 Comparsiiie energy comsumption per ion of ster! 1oM® 0 14840 ‘ 
. Metena) coneumptoe ot con venien 140 0 04064 6 
© Comprehensive completion rete from imgut wo rolled ser! | “mw oosin ) 
10. “Deowbte target” rate for rolled meet | 12) 0108) } 
Total score | oan 
Poss ton i 6 
























































































































































* ECONOMIC 1 July 1992 
| Restes Iree ead ‘too! ( empaey 
— teint & —E 
z . —s 2 ee im E Verge a a _ : — Jj ee Pesisiee — 
| Labor premtectivity (heared on grams cwtput 17402 70 00-0) . 
wales) wo a ~ — —— ee cs ee 
2 oe a ee ee 1o18a Oo ooh 6 
sa 7 a a a on —— _ 
V Mate of met owipur value 8 total wages oe 00.2) = e 004199 5 
4 Profit and tas rete on funds (fined assets ’ oi) 0 08069 + ? 
#1 ongenal value) 
—- —— + - a —_ —— -- 
5 Prefite ow Same (aarme an abe 16 0.05202 ? 
a —E _—o a—_ 
6 ( amt rete on tales priveeds man 0.19906 ‘4 
ae a a : _— —— _ —— ————— 
See GD CED > Oe 1048 0D 0146 
=== _ “4 ee ee -_——— 
. Moteral comsumpiion ot cmverten | iiMe aon 1 0 0490) pe ’ 
9 Comprehene ve comptetion cate from 7M ooases 6 
sag Wo rulted wee , 
10 “Dewbte target” rate fo rolled meet . “11 00659) . 
os — = —_ ————- a — a 
Total wore 0 7400 
que —— en 
Poartron ? 
_ Peasbibes ives and Stee! ( empnay a 
- - rr 
| Labor productivity (hesed of grow output 0771 @ . 0 04067) 6 
—__—_}-—__ —}—— +}$—————_______— 
2 Labor productivity (hesed on ort output 7404 00 002312 . 
— —_— — + - +_—— —_ + Sa 
\ Rate of met outpet value om total wages ee 240 20 mm « 0.02800 ’ 
4 Profit and tas rete on funds (fined aseets 67 00s! ’ 
——— } 4 we i — 
5 Profits om fund (same as above) 4 oOo” 4 oops) | . 
6 Com rate on sales proceeds 100 44 4 o1sie? -o ’ 
A Gee 1048 60 ou . 
ee a — a = — — ' ee 
§ Maternal comsemption af comverten | wow T 008008 1 ‘4 
EI sata . _ — a ———— _ a —— — ee ne — — — 
© Comprehena: ee comptetion rate from es) ’ 0 04965 5 
ng to rolled ster! 
——_—_ —_—-- ——_—_— + —— — —— +——— — 
10 “Deovite target rete for rolied seri P< 70% 4 oom 6 
Total wore 064iss 
— eS ————— 
Penntese *» —— —- l — a — 7 a . 
Notes 











i Source of data Anous) setsucel end finsacal reports submitted by vances emterpren to the Ministry of Metailurpcal Industry (Labor produc 
tivity heard on grow owlpwl value « taken from aneual reports on wages for lator) 


2 Crome owtpnet vaber oat 980 constant! price while wages cost and of! owtpyl value are at curren! proce 
} \ Indices for com rate on proceeds of wake comparshie energy cOMBUMPHIC® PET lon of see! And matenal consumption arr hased On reciprocal 


4“ Doubte ~ rate for ralied mer! equate output of rolled ster! up to iternational of advanced imernstional wandard divided by the tote) 
owipw of feel ome 100 perce 
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Jealy 1992 ECONOMIC “ 
Table 5: Comparison between Returns on lavestment in Fixed Assets for Eight Key Stee! Works During Sixth and 
Seveath Five-Year Plans 

(ett 10,688 yune a = 
Recares co lovestment io Mined Aasete 
Durtag Niuth Pie Veer Plan Ported 
AAéiiona) grefits end | levetmentiofixed | Retrmscsievsimest | jj. 
tance aaorts 
Anshan 107109 20009) 0.4655 er) 
Wuhan 21112 116048 2 4596 ? 
Shoudy 210797 7904) 2.666! 
Bena: W116 14.04 0.9! ’ - 
Reotou 106 20 4686 1.5224 6 
Maanshan 71266 424M rh ; 
Taryuan 79767 W991 20457 ae 
Panzhibus 71262 42020 1 6959 4+ 
Reteras on lavestment in Fixed Assets During Seveath Five-Year Plan Period 
Attitcans profi ant lovestmret to fired assets —«sRetures 0 ievretmrst Pesitiee 
Anshan 261930 389705 0.4442 ’ 
Wuhan 397861 256004 1.55% ? 
Shoudu 563974 284809 | 9802 er 
Bens: 132645 49049 0.5307 6 
Rectou 101817 9400 | TT — ‘ 
Maanshan 91584 141328 0.6478 ; 
Taryuan 123046 89772 Lan? ’ — 
Panshibus 77945 226584 0 440 ‘ 
Notes 
The above deta are taken from annual reports of the reapective enterpoecs: 





<"\- 
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Additonal 
Five Year 


profits and tases for the Suath Five Year Plan perod refer to the difference between the aggregate profits and tases of the Suth Five: 
Plan penod and those of the Fifth Five Year Plan penod 
and tases for Seventh Five Year Plan refer to the difference between the aggregate profits and tases of the Seventh and Sith 
Total investment in fired aseets refers to the sum of investment in capital construction and investment in technical renovation 





\ The Maanshan Iroe and Stee! ( ompany and the Maanshan Mine carned ow! separsie accounting durng | 98! #) and weremerged in | 984 For 
uarformety the aggregate value of the (wo enterprecs are taken as the base om working out the above figures for investment and for profits and 








Table 6: Comparison between Performance and Profit and Tax Indices of Eight Key Stee! Works in 1990 















































a 

( empasy Gress tedestrini | Precends of cule | Reniiond profits & | Realized profits | Profits A taxes | Profit retration 
emaget velar thie vererd ove: 

Shoudy na 6903 6% nD 1499 13% 
Wuhan Me 6101 178s o™M 2% as? 
Maanshan 1s» m5) $2 2.05 4M 06! 
Anshan 4a 54 nas 18.04 16! Tr AS 
Taryuan 194) 26 60 $a) 2“ in 16! 
Bens: 1469 66 sa 2s? as 069 
Rectow 13.03 49 aa i” 12 a 
Panshibus 00 isa) rT 1 TT 062 
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a ECONOMIC 1 July 1992 
SMALL-SCALE ENTERPRISES by the whole people As to their means of production, 
township cannot obtain state plan controlled 
Complex Road to lowaship Prosperity SS Se oe ee 
92CEO406A Hong Kong KAIFANG (OPEN ’ — +. r 
MAGAZINE) in Chinese No 4. 18 Mar 92 pp 36-39 SS Oe 
themselves from scratch All they really can rely on is the 
[Article by Jiang Hao (1068 3185), a Chinese postgrad. = State's of opening up. They are therefore in the 
wate student in the United States. “The Special Product —s true sense of the word a “grassroots industry.” 


of Ten Years of Economic Reform— Township Enter- 
prises: What Constitutes Their Vitality?) 


[Teat) Editor's Note 


that must not be overiooked in any study of the reform 
on the mainland 


Theirs Is One- Third of the Pre 


ing to official data published on the mainland. 
been over 18 millon township enterprises 
the country in 1990. employing over 9} 
ca a=? oo 
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¢ in the national economy ~ 


since legislation by Communist China's State 
in July of 1979 promoted commune production 
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Township | aterprises are ( hina 's (.rassroots Industry 


not invest in them, and for funds they depend on |) 
collective accumulations of peasants. 2) raring funds 
from individual peasants. and }) bank loans where again 
loan interest rates are higher than for enterprises owned 


“Crrassroots industry” has three meanings 
1) It an industry created and nurtured locally, its 


{2621 7720) policy of consolidation has had 

township enterprises However, township enterprises are 
of a particularly vigorous vitality New ones spring up. 
though some will go down, but it 1s as in the saying Not 
even a praine fire can destroy all grass. it will grow again 
when the spring breeze will blow In the two years of 
1989 and 1990. the total number of enterprises 
throughout the country has again been on the increase 


the wilderness The state imposes a heavy tax on town- 
ship enterprises, and taxes and profits turned over to the 
State Can, iN Worst Cases, gO Up to around 60 percent. In 


some money for the drive to have “industry support 
agriculture and to have industry support sideline produc- 
tron.” and they have to pay another |0 percent. once 
before and once after tax, as “capenditures for social 
purposes.” There is therefore little profit left. Jruting 
Village on Songyang ( ounty was able to make a profit of 
14.6 milhon yuan im 1988. but after 
deductions it was left with only a profit 
According to statestics for 

after-tax profits in 1988 of all township enterprises 
throughout the municipality amounted to only 6 7 per- 
cent of the total intake. and the average net profit of an 
enterprise was only $2.00 yuan 


3) It 1s a esky business to work on the low “grassy” basis 
Township enterprises are discriminated against by being 
kept outside the planned economy To be able to survive 
and develop. to be able to obtain working capital. means 
of production. and technologses. they are compelled to 
work out a new style and new methods of their own, to 
cut out for themselves some way to carst 


During Mainland China's last W-odd years. what has 
been its commodity cconomy. and what has been its 
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form of salaries for concurrent posts, travelling allow of theft and destruction of distance telephone lines 
ances, and year-cnd bonuses. Finally, the parent plant's —s have:_ occurred, and 672 km of long distance commun: 
technology and some hard-to-get raw maternals under — cations trunk lines have been stolen. resulting in a direct 
state monopoly were channeled to the Jiaozvo branch In = economic loss of |. 12 millon yuan 
the end, some of the parent plant's markets were also 
allotied to the Jiaozuo branch. The branch became the — On the mainland, most raw materials, parts and compo- 
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stand well But many mainiand township enterprises 
have very carly already acted on the said principle with 
great skill and gained high proficrency in doing so. In 
1988, an analytical report on the finances of Shanghai's 
township enterprises revealed that 160 million yuan had 
been overdrawn as plant director fund expenditures. 
which was 3 3 times the amount that should have nght 
fully been drawn The ‘pliant director fund” 1s generally 
used as moncy for bnbes. How much moncy might now 
be expended every year on bribes by the almost 20,000 


The Art of Sharing in the Loot A certain cable manu- 
facturing plant in Qizhong village belonging to Maqiao 
township in Shangha: Municipality had an annual profit 
of almost 20 millon yuan If it would use copper bought 
at market prices as raw maternal for the production of 
electric cables. t would have been quite impossible for a 


years of 1989 and 1990. this type of cases of thefi 
accounted for over 90 percent of all cruminal cases in 
Shangha: The situation 1s more of less the same in other 


valued at 2 millon yuan Alt a bearing manufacturing 
plant in Luoyang. the head of the secunty office acted in 
collusion with hrs younger brother and stole almost ten 
tons of bearings in the one year of 1987 alone. valued at 
more than 100.000 yuan. In China's largest special 
economic zone. Hainan Province. since 1989, 324 cases 


nents belong to the category of materials that are under 
centralized control of the state. As stolen property, these 
maternals cannot possibly reenter into the state-run cir- 
culation channels, s© thai in the end it 6 only the 
township enterprises that become the main fences for 
this type of stolen property The township enterprises 
that might feel bitter about not being able to partake of 
“ymperal handouts,” will then on the other hand not 
turn away from reckless acts of this kind, namely from 
buying stolen property Compared with the Robin Hood 
types of old, who were dividing the booty among the 
local people, it 1s today merely a matter of “saving some 
money and buying more of all loot.” 


The Art of Counterfeiting. In the 1980's a township 
enterprise in Fujian Province left its mark by the 
astounding Fujian fake medicine case Peasants vho 
want to get mch quick, but have neither capital, or 
technology. nor equipment to start an enterprise. might 
be inspired by some old historical stones, for instance. 
the story in the novel Shuihu Zhuan [Water Margin). 
where second sister Sun sells dumplings filled with 
human flesh 


What dimension has the counterfeiting trend on the 
mainiand reached by now’ Here are some reports 


1) Sernous cases of manufacturing and selling of counter- 
fet and falsified goods of infenor quality during the 
penod from 1985 to 1987 amounted to 94.000 cases, and 
resulting fines and confiscations had a value of 170 
millon yuan. 


2) In the famous Wenzhou district, counting only those 
that could be checked. there were 77 enterprises manu- 
facturing false-leather shoes. In Hebe: Province. there 
are 15 townships, 13! villages, over 1.000 persons 
assembling and profitably selling bicycles under counter- 
feit trademarks. 


3) Up to August of 1987, 1 was found that there are 
$10,000 bicycles with counterfen trademarks throughout 
the country, over 230,000 watches with counterfen 
trademarks, and also over 3.6 million counterfert ciga- 
rettes, over 19 million counterfeit bottles of name-brand 
wince. falsified chemical fertilizer. falsified seed al! to 


large quantities. 


In view of this situation, the authonties have published 
a “Handbook for the Identification of Counterfer 
Goods.” 


Evil. a Lever for Social Progress 


All these vanous machinations of the township enter- 
prises are undoubtedly a kind of “evil.” which has on fact 
repeatedly been internally condemned by ( ommunist 








China itself, However, some of the “evil” deeds by our 
peasant kinemen have resulted in certain “nonevil” 


| 


|) They started up the market economy. In the carly 
stages of the reform, Communist China sull firmly kept 
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appeared in the last one or two years. 
Daozheng [2629 1418 2973), the 
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“Without the township enterprises, Chinese-style 
socialism would not exist.” That was perhaps by that 


former 
“grassy” cxrsstence to admission into the palace 
socialism 


Zhu Rongqi'’s Tolerant Attitude Toward the Township 
Enterprises 


Most interesting 1s a siory that developed in Shanghai. In 
the case of the Magiao Cable Manufacturing Plant, 
which we have mentioned before. ther long-term buying 
up of industnal copper matenals stolen by “scrap collec- 


the matter to mayor Zhu Rongy:. his was an astounding 
attrttude: “Don't bother, the stolen copper is after all not 
slipping away to somewhere outside. 11 does remain in 


of village development is not bad at 
must give it less publicity in future.” 
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new 
.” while Zhu Rong at 
side, knowing well the detatls of the case. did not dare to 
Say anything 
Township Enterprises Move Into Politics and Toward 
Political Power 


The township enterprises with their enhanced strength 
will no more be satisfied with merely wearing the laurels 
of “socialism.” They are now on the way into politics 


i 
fh 


cent of the village-level cadres in these 70.000 villages A 
large figure and a huge contingent 


According to a report in issue No 82 of the internal organ 
of the Central Committee's Organization Department. 
the ZUGONG TONGXUN [ORGANIZATIONAL 
WORK NEWS). it happened at the township and village 
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100 yuan.” The article says: “Under the disruptive 
nfluences of these persons. some people of discreditable 
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}Artate ty Chem Veemeten (7115 0337 > wee) 
gative Report on Reform of Shenarhen » 
Svstem | 


| Teast) Pregress 


From the tome that the Shenzhen Special boomome Jon 
howwng system reform pragram ecnt mmtc cflect on | 
June | 988 and began to be emplemented of | (tothe: of 
the were year unt! noe the cagectcd gaah have cure 
tally heen rather wraothhy accompeshied 


Shenzhen » howsng reform apples to party and govern 
Ment organizatrom imsintivtrom and vate enterprises (6 
the special rome ichudeng fot only warts wetordinat: |. 
the crty byt also unets from the central gowermmen: anc 
a prowess end cies Gatoned = Yhewrhen | te 
preeen! wiuatrom wer to tr that unrts veterrdenatc | 

the crty are makeong much quecter pragresm erth + irtually 
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Most of those thal have fol bepl pace are contral 
eo vernament units tatoned in Sheashen 


In the feet stage Sheashen s howsng reform was mainly 
directed toward old houses The line of demarcation 
between ohd and new houses was the date the program 
went into effect ce rewdences that were Completed and 
cupped before 10 lune 1988 were old houses Thow 
completed and occ upred after that date were few houses 
By the end of December 1990 housing reform had been 
cared owt with 11.18) old howees, 7) percent of thy 
total number of cfd bowers thal should have partn ipated 
m reform, meooverng « total of 410 millon yuan m 
howwng funds Beginning | April 199! Shenshen . new 
houses entered the sale and rental viage and nce houses 
became the foows of present and future wpecial fone 
howwng reform By October of that year sale and rental 
agreements had been waned for | 5!) units 


Hasn Praceder: 


The basn procedure for Shenzhen » housing reform iy 
The four ep commerciahzation of whwdired rent 
mreases encouragement of the wie of howses establinh 
ment of a fund and a new policy for new houses 


| Atlareng “andard costs mm one ep based on wale 
dees 


( onwderng howseng reform as changing disinihution of 
goods to diinibution of currency Shenshen lnted 
howsng suleders as wages and at the same time cane 
hows prooes and hows rentals to the Vandard oo of 
one Sep. tc the com of consiructong the thing steel 
aueed howse prioes and hows rentals to operate on ar 
mocremental hase eth suledees wo that howsing (ould te 
cauly ropraduced 


Howseng sutrecdees are classified in a way linbed to «ages 
(ine category «© for workers eho are 2) years of age oF 
oidet and are permancni rewdents of the ypecial cones as 
eel! as temporary) rewdents employed eith the approsa 
of the Shearhen Municipal (rganization and Personne! 
Department The formula for the month!) houwwng sub 
“o) © lewReORe! pay ’S waan (form ite 
capenses) + longevity pay) + 48 percent Another cat 

gory «= for permanent rewdents of the epecial fone «hy 
are oot vet 2) wears of¢ as @ell as workers wrth tore 

rary rewdence They all arc sulmedired as waggle person 

yuan fer Perwen per month 


The standard costs for howwng prices are detormrned for 
ad houses based on 198° replacemen! buriding ont 
For ace howses they are determuned based of oa tus 
cak ulated Purideng costs for the thong tscit fn prin ope 
te the com Penatron of the comstructron cost of (he thing 
rteclf progect admmenestrative fees and pert Consre 

tron omterest (8d Rowses on Shenzhen arc ‘ured at » 


“wandard cot oree of 264 15 yuan per sQuere mek 
inn ating hu hding arca bere and Nelow Nee houw 
wemticted tram the sooond hall of 1 9RER to the ond 
are 19 yuan per square Mmrtcr and thow mplet 
a) (he hegenneng of 199! are 480 yuan per square 9 








Bei: i sit 
: fi : #3 Hore 
AP HF 3 Hi: 4 et 
il 7 iy a 
| ate i HB Ee Hite ; : 
2 ih Hail He Ut Li ie oe id 

a | HH ie hie Hi 
i i bi ‘ini i 
7 i int ie ee i 
bala ABE 
is Ht i fuk RTA AtHue i 











ie 


tzeE 


ii 
Hi 
te 


HHit 
Hi 
th 


eff 
ne Hn a 
giusnan Hil 
Ht BEE ane | ii 
Hon 
‘iti 


Ht 


were 10) 5+ ye 


: 
a) 
HASH 


ATE i 











i al Aicllitsaailie | anny 
i ce ET 
is on i Raat | Mii 
Fil } Hi ‘vee . {ff i 7 He 

te ere: HE 23 sofia, r, i323 Hitt : 
ily Hit! Wa si _ i iia itl 
: i We ik Hn el i = if ie in 
ie te ate HH et HH ate iy 
lel i He Pa ij pitt | rt i ae: 
Hi th a a tile Hh : i Hira 
HEL eet ih i aga 





ait 


: : 


at 


a 


Hi 


HRA TTHIE tt tt Hsin 


he) gy iistihii et tre s 4085728 
7 fata Haute Hida a ie 
pa ee dentine htt fee 

f: oY : 3 Ait a5 ; ie + E HE 
CE adh ves ie | 

TAEGHELG ETH ene | Hae 

ds: bis ne ih mgt Hit 
at tal H 41h 12331 Hh 

i tt i i Ul nat eit 
ml fi i j sau 1 

He i it Patt 


l 


! 


TH 


Increased real estate values 1 














fi Hi rat pv rt beter: italia: ip ‘ 
Pi it Ob di + an I Ht igi : Hy 
ae i a | ri il hit is 
eid pl sapanitllty Pini atl ot 

; ith I. fi 1 iE + Hii nate ie | 1k ll 
_ 1 ail i ithe it hi dine a E ihe 
i Haul i | at | nisiti i — 
aH i isiee is ie ie FULT 

i HAUTE ill: uf ; itt Hi li if 
i ile ith i bi iat tt ity 

2 z ; ; i = 
ti Wi iH te a in qt i 

33: 28381271: egiezet 2 a: 
fils nub a hf ii ua ; iT 









Opening |'p Interior to ( ompensation | rade 
920 804974 Beyung GUOJ! SHANGBAO in Chinese 
23 May 92 p 3 


[Artecte by Wang € (3769 2710 9932) and Chen 
Min (7115 2404) “On Vigorously Opening Up the 
Interior to Compensation Trade} 


{Text} Sence the State Council issued on 3 September 
1979 ts Be gy ey) Manula 
turing. Assembly, and Small. and Sized Com. 


compensation trade for more than a 
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but also created caport carnings for China of hundreds of 
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milhons of US dollars a year, such trade activity, which 


Huber's 199! manufacturing trade turnover from forms. 
such as compensation trade, was only a little more than 
$10 milhon, with export earnings of only a little over $6 
millon, while other provinces and cities have not 
trade transaction 


are |) a lack of understanding, 2) inadequate policy and 
legal leadership. and }) a poor investment climatic 


These are precisely the three factors that have kept the 


ey N44 Tf Bul we now also 
will help to ecapedite a large-scale expansion of our 


| Many developed countries or regions are now engaged 
im thew third postwar industry structural adjustment 
The analysis by concerned Japanese 1s that Japan is very 
likely to transfer certain obsolete equipment for con 
tinued use to countnes or regions with abundant and 
cheap labor. such as China. Moreover, as the “four little 
dragons of Asa” (Taiwan, South Korea, Hong Kong. 
ya me te 

of sharply increasing international market 


China) For instance, in 1990 alone. Hong Kong invested 
im 4.751 Mainland Chinese projects, or 65.3 percent of 
all of China's foreign-invested projects that year 


2. There « « search for ideal investment sites worth 
hundreds of bilhons of US. dollars in idle international 
capital Since the beginning of the 1990's. the sustained 


capital is being forced to search for ideal investment 
sites. we are fully capable of attracting this capital with 
our advantages of a stable political situation and a 
steadily improving investment climate 
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3 Our umproving relations with Taiwan are opening up 
compensation trade As the 
wan currency has been steadily rsing in value in 
the pressure of the devaluation of the 
appreciation of the Taiwan 
currency has been a severe blow to many 
Taiwanese caport enterprises. particularly small and 
mid-size ones In order to overcome the resulting diffi. 
culues of the Taiwan currency appreciation to product 
caports im imdusines, such as textiles, leather, toys, 
electronics, hardware, and clothing, Taiwan has 
expanded its mainland investments Statistics show that 
our Taiwanese compatnots invested in 1.10) mainland 
projects in 1990 alone. for an agreed investment of $890 
millon, which figures were higher than in 1989 by 104 3 
percent and 61 3 percent, respectively, with investments 
being in labor-intensive industries, such as textiles, elec. 
tronics, machinery, indusinal chemicals, and ready. 
made clothing. where production in Tarwan was not 
favorable to caporting. 


4 The breakup of the Soviet Union has capanded our 
prospective compensation trade partners from one to 
many As China's trade with the former Soviet Union 
and the East European countries accounted for only 
about 10 percent of our foremgn trade turnover. all of 
which was accounts and barter trade with no cash 
payments, there 1s not only the possibility. but also a 
great potential, for a vigorous capansion of our compen- 
sation trade with the East European countries and the 
various countnes of the “Commonwealth of Indepen- 
dent States” (CTS) that was formed out of the disinte- 
grated Soviet Union Therefore, the analysis of those 
concerned 1s that compensation trade between (hina 
and the countnes of the CIS will not decrease, bul can 
only increase 


Therefore, we are recommending that the concerned 
sectors proceed quickly in the following arcas 
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|. We Should Revise Our Policies and Improve 
Orr Legislation on ( ompensation | rade 


Revising policves and granting preferences 1s mainly to 
arouse the initiative of sponsoring enterprises Our his- 
tory of compensation trade development in the coastal 
zone shows that granting more preferences to sponsonng 
enterprises (in areas. such as raw maternals supplies, 
taxation, and foreign cachange retention) 1s the key to 
Stimulating enterprises to engage in Compensation trade 
As to our cxrsting policy, the key need 1s to change the 
foreign ecachange retention proportions for the state. 
localities, and enterprises, as stipulated in Article 9, 
Section 2 of the “Regulations.” which grant only 15 


percent foreign change retention to intenor sponsonng 
units and local governments, to be divided equally 
between them As most sponsoring enterprises are sub- 
ject to local control and leadership. only a tiny amount of 
foreign exchange actually ends up under enterprise juns- 
diction, © that some enterprises are even forced to raise 
foreign exchange by other means. in order to purchase 
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necessary production raw matenals or upgrade equip 
ment. In particular, as the rising conversion rate on 
foreign cvchange markets forces enterprises to spend « 
lot of money for foreign exchange to deal with pressing 
needs and ensure fulfillment of contracts on whedule 
how could this arouse their initiative to engage in 
compensation trade’ Thus, we should lose po time in 
increasing the foreign eachange retention proportion o! 
sponsoring enterprises. As to how much it should be 
increased, we think that it should not merely be raised to 
the level of that in the coastal zone, but that 1 should 
even be made slightly higher, vo that it will be attractive 
to intenor sponsoring enterprises, and the intenor wil! 
be willing to engage in such trade with the Coastal sone oF 
abroad 


As to making our legislation better and sounder our 
most important task is to either revise the relevant 
provisions in our “Regulations” as quickly as possible 
or to reformulate them and issuc a new Compensation 
Trade Law © Regardless of which method ts used. the key 
will be to set forth in laws and regulations the abovemen 
tioned crucial policy revisions im areas. such as the 
alloted foreign cachange retention percentages | nicss 
policies are standardized and legalized. so that they can 
be conscientiously and effectively enforced it wil! be 
hard to bring their impact into proper play no matic: 
how much they are improved Our capernence in coastal 
zones, such as Guangdong, has proved this point ver 
well. The laws, rules, and regulations that have been 
issued there in the last decade, such as the “ Temporary 
Provisions on Foreign Manufacturing. Assembly and 
Compensation Trade Contracts in Guangdong Prov 
meoe” (1984), the “Circular on Enhancing the Manage 
ment of Foreign Manufacturing, Assembly and ( om 
pensation Trade Contracts” (1985), and the © Provisions 
of the Fujian Foreign Economic Relations and Trade 
Commission on Stumulating the Growth of ( ompense 
tion Trade” (1987), have clarified and solidified th 
preferential policies granted by the state and played a 
fine promotional role in the local development of com 
pensation trade 


Of course, in addition to clearly capressing the nation + 
revised policies, the new national laws and regulations 
on compensation trade must also discard many proy 
sions in the cxrsting laws and regulations that are out of 
line with current conditions. For instance. the provisions 
m the “Regulations” on matters, such as operating 
limits, size, foreign exchange rates. and examination end 
approval procedures, are al! in urgent need of being 
discarded or revised. This should apply whether the static 
revises the current provisions or draws up new iceisia 
tion 


Il. We Should Improve Our Investment ( limate 


Improvement of the investment climate is a long out 
standing task that the concerned parties have called for 
repeatedly, the major aim of which 1s to make invest 
ment more attractive to foreign businessmen Surveys 
show that one of the three mayor factors in the negativity 
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of Japanese enterprises toward investing in China is that are injurious to plants, and to ensure the safety of 
complaints about China's poor investment climate, — agricultural and forestry production 


eflorts on improving ther investment climates to attract Article 2. The State Council's agriculture and forestry 
foreign invesiment it should be pointed out that a —- SePartments are in charge of the Nation's plant quaran. 
decade of development has brought mayor improve Me work, agriculture and forestry departments of prov. 
ments to China's investment climate, particularly that of —- 'REES. AawLOMOMOUS FegIONS. and Muni ipalilies are in 
our open coastal cone as opposed to what i was like SR) &F GaN QuRTENnD WEES oF Che cuepestive Cone 
the outside = 188 


to 
world, we also cannot the fact that ~ a ied Article 3 Plant quarantine organs under agriculture and 
from ‘ forestry departments at various levels of localities at and 
ution end sifficul above the county level are responsible for carrying out 


take Wul hich. while | — i large inte the state's plant quarantine work 
ror city that has always had a reputation as a nine — Plant quarantine personne! should wear quarantine unr 
province thoroughfare,” 1s now having trouble living up = forms and badge while carrying oul plant quarantine 
to its name, because it has menther an international — work at railway stations. airports sea ports. warehouses 
airport or a specialized foreign trade dock y4—-t- and other sites 

to 


imei that i vigorously Article 4 All dangerous diseases. inser! pests. and weeds 
one-compensation” trade that “depends on imported — ONpNating in certain localities that can spread through 
raw materials, exports, and large-scale foreign trade — Plants of plant products should be Largets for quarantine 
Therefore. in order for our vast landlocked hinterland to The list of agricultural and foresiry diseases. insect pests. 
vigorously develop highly opportunistic “three-imports 49d weeds to be inspected and the list of plants and 
and one-compensation™ trade, 11 will first have to attract Plant: products that these regulations arc applicable to 
it by butlding up its local transportation infrastructure, are to be compiled by the State Council's agriculture and 
in order to enhance its “import” and “export” capa. —‘foresiry departments. Agriculture and foresiry depart. 
bility Of course. we must also not neglect the building of —— Ments of provinces. autonomous regions and Municipal: 


other infrastructures. such as power and communica. __ ‘tes May compile a supplementary list according to local 
trons needs for local use. and should submit their lists to the 


State Council's agriculture and forestry departments for 
In addition to the urgent need to enhance our “hard” _ the record 


investment climate, we must also endeavor to improve 
our “soft” unvestment climate Article 5 Localitres where plants have been found to 


need quarantine should be designated cpidemn arcas 
In short. only with a double-barrelled approach com. These localities should be isolated and measures should 
bining “external attraction” with “ternal allure’ can be taken to climinate the found diseases. insect pests. oF 
we ensure that compensation trade will grow extensively weeds. in order to prevent them from spreading If plant 
throughout China in today’s surtable climate and condi. —s diseases. insect pests. or weeds have crupted in many 
tions, and thus. give added strength to China's cconomin — localities, then localities that have not been affected 
development should be declared protected arcas 


Epidemic areas should be zoned according to the pattern 
AGRICULTURE of the spreading plant diseases. insect pes's. and weeds 
to local geographical and traffic conditions. and to the 
needs of isolation and climination measures Zoning of 
Revised Regulations on Plant Quarantine these areas should be strictly controlled 


OW 220502009) Beying XINHUA Domestic Service 

in Chinese 1007 GMT 20 May 92 In areas where plant discases. insect pests. or weeds have 
erupted, local plant quarantine organs may station per- 
sonnel at local jount road inspection stations of timber 

[State Counc! Decision on Revising “The Plant Quar- inspection stations In case of serous epidemics. plant 

antine Regulations” promulgated on |} May 1992") quarantine inspection stations may be set up with the 
approval of local provincial, autonomous regional. or 

[Text] Beying, 20 May (XINHUA}—The Plant Quaran- municipal governments. to conduct plant quarantine 

tine Regulations were promulgated by the State Counct! gory 

on 3 January 1983. They were amended in accordance 


with Ge “state Council's Decision on Revising “Vie Article 6 Zoning of epidemic areas and protected areas 
Plant tine Regulations” 13 ~ 
mt Guosentine Reguintions” and promulgates on 1s to be proposed by agriculture and forestry departments 


May |992 
of respective provinces. autonomous regions. of munic- 


with poor infrastructures, power 


il 


ii 
| 


Article | These regulations are established to prevent ipalities. 1s to be approved by respective provincial, 
the spread of dangerous diseases. insect pests. and weeds autonomous regional or municipal governments and 1s 
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OW 2108132392 Beying CINHUA Domesin Service 
in Chinese OB16 GMT 20 May 92 

[The State Council's Decimon on Revising the “Regula- 
trons on Plant Quarantine” | 


State ( owact! Decision oa Plant Quarantine 
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Water Resources Minister on ( onservation 
Reform 


OW 2805081892 Beyine XINHUA Domestic Service 
in Chinese 1007 GMT 27 May 92 


[By Renmin Ribao Reporter Jiang Xia (3068 0633). 
Xinhua Reporter Zhao Peng (6392 7720) and Trainee 
Zheng Weifu (6774 4850 1 381)) 
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Teat) Beying, 27? May (XINHU A)>—Water Resources 

imuster Yang Zhenhuai said today that the main direc. 
ton of water conservation reform in the future will be 
the gradual establishment of social investment mecha- 
nisms for water conservation projects. a vigorous pro- 
motion of the formation of economic entities in water 
conservation, and the commercialization of water con- 
servation construction. management and utilization of 
water resources 


Al a national forum on reforming water conservation 
management that was held in Beijing yesterday Yang 
Zhenhuai said that in the |990's the state will concen- 
trate on efforts to build a number of water conservancy 
projects that will have a great bearing on the national 
economy. efforts will also be made to step up the basic 
construction of farmland water conservation projects. 
there 1s also a plan to achieve new levels in water 
conservation construction by bringing about a net mse in 
farmiand irngation of over 80 million mu throughout the 
nation at the end of the Ninth Five-Year Plan penod He 
stressed the need for water conservancy departments to 
carry out reforms and change their functions over water 
conservation construction and management He pointed 
out that one of the goals of water conservation reform 1s 
to gradually establish a social investment mechanism for 
water conservation consiruction and to ensure the 
proper implementation of the plan to encourage people 
mM society to run water conservation projects Varrous 
levels of government will still remain the leading inves- 
tors in large-scale basic water conservation projects in 
the future. it 1s necessary for them to gradually rarse the 
ratio of capital investment in basic water conservation 
proyects and formulate favorable policies to encourage 
mvesiment in water conservation works Localities 
should also set up special funds for water conservation 
proyects, provide more long-term and favorable loans for 
water conservation projects. raise the ratio of foreign 
investment capital. and explore fund-rarsing channels 
through the issuance of water consersalion bonds and 
shares. Over 200 billion yuan of funds have been 
mvested in water conservation projects since the 
founding of the republic, much of which was in the form 
of labor provided by the people the mobilization of 
localities, departments, units. urban and rural masses. 
potential beneficianes of water conservation projects. to 
help rane funds or contribute manpower for water 
conservation projects will become a trend in the future 
On promoting water conservation construction It 1s 
necessary to properly implement policies designed to 
encourage people in society to be involved in water 
conservation projects, that they include policies to 
improve the collection of water and clectnc utilities fees. 
to “imecrease industnal production to make up for poor 
agricultural production.” to “provide work as a form of 
disaster relief.” and to collect fees for the construction. 
repair. and maintenance of dikes. from enterprises and 
farming households which benefit from utilizing those 
facilities. 


Yang Zhenhua: said another important aspect for water 
conservation reform is the vigorous development of 





ies and the establishment of a basic 
conservation. It i necessary to 
t water conservation management 
indusinal policy by taking into con- 
types of water conservation industry. 
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measures, perfect fee collection system. 

economic entitites and through enter- 
turn them into economic entities with 
mechanisms and with the capability to 
and for self-<development 


that it % necessary lo promote 
economic entities water conservation through run- 

both big mver valley economic entities as well as 
economic entities. we should exercise 
planning. management development. command. 
accounting over water resources in the nver basin, 
the development of one mver basin should set the 
development of another one in motion Water conserva- 
tion departments in vanous provinces should. by taking 
local conditions into consideration. adapt themselves to 
the requirements of reform and opening and establish 
their own economic entities It 1s necessary to turn water 
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conservation service systems in rural areas into eco 
nomic entities: Grassroots water conservation units in 
counties, townships and villages should vigorously pro- 
mote the establishment of a sound water conservation 
service system which 1s adapted to the requirement of 
the dual management system It 1s also necessary to turn 
water conservation offices in townships and villages as 
well as management offices in irngation zones into 
economic entities. they should stnve to capand them- 
selves through providing remunerative services In pro- 
moting water conservation cconomic entities, Yang 
Zhenhuai pointed out the need to follow the principle of 
giving “ownership and management mght to investors 
to define ownership nght. and to protect investors 
ownership mght Yang Zhenhua: said that reevaluation 
of the fixed assets of water conservation proyects will be 
carned out and organs will be set up to better manage 
assets of water conservation proyects. He also sad that in 
order to induce people to invest in water conservation. 
expenmentation with a share-holding system will be 
carned out on a tnal basis Investors ownership nght 
will be protected so as to get their active involvement in 


enterprise management 
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CENTRAL-SOUTH REGION 
Sbeazhen Mayor on Funding Needs for Next 


Decade 
HKO405 142192 Hong Kong CHING CHI JIM PAO 
in Chinese 27 Apr 92 p & 


Report “Shenzhen Mayor Zheng Liangyu Reveals That 
City Is Expected To Raise More Than 100 Bilhon 


Yuan in Comung Decade”! 
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this year At the same time. it will take flexible measures 
to set up Cooperative tics with cuperts and professors 
from different universities and colleges as well as 
research institutions to carry out work to develop scrence 
and technology in the SEZ Furthermore Shenzhen also 
plans to send a deiegation to developed countnmes with a 
high concentration of overseas (Chinese students to 
recrunt people there 


On efforts to catch up with Asia's four little dragons. 
Zheng Liangyu said that thes was the objective spelled 
out by Deng Xiaoping during bes southern tour, but 


production market by 
incorporating large numbers of means of production into 
the bonded means of production market. including three 
mayor matenals used by the mate- 
nals, paper, electronic spare parts—and other raw mate. 
nals. expansion of the scope and units of operation 
imcrease in the operation of cars. spare parts. gasoline 
fuel. industnal raw maternal, and civilhan use matenals. 
and increase in the number of units engaged in the 
bonded means of production market At the same time 
consideration will be given to allowing foreign bus- 
nesses to take part in the management of the bonded 
means of production market. as well as permitting Baoan 
County's “foreign-funded enterpnses” and enterprises 
engaged in “processing with supphed matenals. draw 
ings. samples. and assembling with supphed parts and 
compensation trade” to make purchases from the 
bonded means of production market 


Sheazhen To Invest 80 Billion Yuan in Next 
Decade 


According to Shenzhen City Urban Planning and Con- 
struction the investment of 23 billhon yuan 
m the past 10 years has already enabled the city to 
develop from a border town of 30.000 people and 3 
square km. to a new city of over | millon people and 7! 
square km In the second | 0-year penod. Shenzhen plans 
to invest 80-100 bilhon yuan. nearly four times the 
imvestment made in the first 10-year penod. in building 
Futsan urban center. which 1s 4 square km. Shenzhen 
Bay (and reclamation zone), which 1s 10.9 square km. 
and Nanshan center, which ws 1.48 square km. Al the 
same time. efforts will be made to improve the urban 
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dwn ts @ha ® hawe atreed,) fewn fuel and to lactic the 
protiems of traflk congestron shortage of serves 
nadequalki perec’ saggy Ue shorlage of cultural and 
edu atrona! la vivtees and to lent up km atroms to form 
fet shag’ city by ‘a. 


Al prewee ce at Shenson er can wer roads frong Duel 
creryetern aad poupic fuse, eth even buskdings and 
om tevelong Roads (renagmeriahon ports «bec é gots 
wate’ suppl) eed pereer supply hawe tecmeme the Coty 5 
i) Coneifeciees proseets 40 eeectreme of Shennan 
Avenue ev te ogracd to traffx by the ond of the vear 
cheep! the | ) bm om the comtrel coty Gretel. @fhech ool 
te feehed the few hell of aeat wear Alier buskdeng 
Shennan Avenwe the Coty eel berdd Beebe 6 women 
ehah ev fhecomme « Compictelh) waled of! |. ceeway 
for carpe tects Accerdeng to plan the can ectron of 
Bente Highea, enti te fenrted the rear All thew ent 
enatke the feeder ont) to redae the menemem traffx 
am cowed & can comeng from ecrom the border 
Wher the ty) weweral fyowen are ompteted they oll 
play an omgmoriant rade om caseng traffe parm 


Raw of the wer of Lieng \eapeng ) sowthern tow: 
Wren ef ® wed Shensiitce mew pracerd favtie: (hr. ity 
rmoenth avewacd ‘7S teliven wean to edd cag bey 
ontiraton pragcts to further onprowe the apeceel 
CORO fone. mvestmen! coveroement Thr eas 
reveaied hy the Coty goweremen! af (he aficrmaon + ares 
vomtcrem © 


Al the aces conference Song /Rreang cect of the coty 5 
cometrycteam bercae weed that om | 99) bey comstrwctron 
proper ts omchede ete, wappy perecr sappl, and om 
meena see et err Be eee 6 6p 
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im bedeng Power! Comer tron wate! rowowrces and wate: 
wpply engee oe) port Durkdeng road and border 
croseng baheors the Pongnan Raves, the Leche 
Chet 6 ee) Matron posts and ick. ommunne 
om end weage tytiem nmvesiod § OY) bilhon yuan 
and the year + planned ov csiment «> UR ballon yuan 
ond thal up © the end of April 278 mulher yuan was 
“et on the Geet Maser propects. |) percent of the 
per ced mvestment in | 99) 


hte weed that the cety 6 bey propects office recently) looted 
mo the whustron and proposed thal bey Comeiru tron 
Propec ts showld got he confined to the fem mayor hase 
facvltees but vhowld unchude the burkdeng of rndustn 
commen: and trade and « ulture 


NORTHEAST REGION 


| medeng Shows Improved bt comemn (.roeth 
VP 10! Beoone RENAN RIB OLERVE 45 
PINTION os (Renew {| Jun 9 p 


|Surmmary| Sence «¢ Bric ame an ccOmomn devchapmen! 
rome « March | 988 | aondong Penimula \ ons ironment 
tor mvesiment has mmrementally omprovcd and forcgn 
mvewtor have come om an codiew ream A! presen! 
there are 4)! foreign mnvesied caterpriwes of the entire 
rome evth an mvestment votume of $1 7) felon etech 
fonks Oru among (hemes Gevelopment somes The 
mvewtor om the genensula are mainly Hong Kong and 
Tareen compatrrots as eel! as (verwas ( hinew from 
the | nteed Mates Japan ( anada Mongota the Phelp 
memes and Bras) 





APRN CAM 8) Oto 
| daly 199) 


UL ISH 08 Unification, Oppossg Divixion 
HAS OOD 108) Begone QIU SH in Chinese No 5S 
| Mar 4) pp io 14, 2? 


|Artcte by fhe Newefan (4281 134) S400) 
Uotketen Oppese Diveson | 


| teat) Cher great motherland «© « multnatronal country 
with a long hutery of civehzation Although many div 
putes happened im the past, division 6 

vias and through the of the great masses of the 
people the cowntry always ends up beng unified Cren 
craton. after generations of all the natronalities of the 
( hinewe patron hawe been living on the motherland wace 
anvqurly and eth industrious hands = cated glorious 
hoster) and spteeded culture Compatnots from both 
wides of the Tanwar Strand hawe a Chena heart with love 
for peace (he motherland and the homeland and havc 
ihe plornows (radeon of consstentl upholding unifica 
tron ama Opn ring div rwon Theos great centripetal force 
ood eerfiyeng power are worth our Chinese nation’s 
pride 


In cocent yearn. during constant contacts eith old frends 

oomeng Deck from Tanwan | aidely cachanged views on 
oy owsue of upholdong unification and diy ron 
an! reached a common undervianding on the 
following fowr aspects 


| lTerwan Has Been an leseparable Part of ( hine's 
Secred Lerritery Seece Antiquity 


Terwen fee been an eepereile part of the sacred 
tormtory of Chena wince antegurty The study of histoncal 
kx uments uncarthed cultural recs natronality lan 
guage colon customs and the kinship of people on 
both wdes of the strart proves that 1 gars without saying 
that Tarwan o part of ( hena and the people on both wdes 
ane Mar! celated compatriots 


Kclathom fetween Tarwan and the mamiand go back to 
emorent tomes As carly as the me of the Gun and Han 
“me ancestor from Pupan saved across the oa to 
vmemerate to Tarwan Hestoncal books after the Que and 
Hen cras hed clear records on Tarwan The “Dongte: of 
‘be Han Dynasty and “VYurhou™ of the Three Kingdoms 
pened cofer to Tarwan The Sa: Dynasty diapetched 
personne! to Lanwan three tomes. om the ames of the Tang 
and Song mamtand people ummigrated to Tarwan to 
open ep wasteland and the Yuan Dynasty «1 up an 
mapechen department’ m Penghe 6%) years ago to 
atmentcr larwan and the Penghus In 166) 1) vears 
ago /heng | drove away Dutch invaders and 
rocovered Tarwan be 16M the Quan Covernment «t up 
ihe larwan Department evth perndectron over three 
ownhees and eas sulordenatc to Fupan Provence In 
**) lewen heceme « prowwnce From thal tome 
ward Quite a owner of maps published by foreign 
-owntnes were marked erth the legahzed term of T arewan 
» pert of ow cowntry That Tarewan « part of ( heme has 
aiweys been recagmered Dy the majority of states and 
poopie in the wortd 


“Uphold 
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During the Sino Japanese War of 1894-5. the Qin Grow 
crament — to pressure from Japan. waned the 
“Maguan Treaty to cede Taiwan to Japan and peopte of 
the fAation were filed eith nehtoous indignation and 
foxwe up in protest During the Japanese occupation of 
Taiwan the people of Taiwan cared out uaremity 
siruggle against the invaders and many noblem 
— wacrificed then valuable lives for the return of 

aiwan to the motherland During World War Ul, the 
Governments of China the United States. and Britan 
waned the “Cairo Declaration” im 194), declan 
unequivocally “Termiones which Japan has erabbed 
from China suchas Manchuria Tarwan and the Penghu 
Archipelago, should be returned to China In 1945. the 
Chinese people won the ant: Japanese war Tanwan was 
recovered and accepted by the then Craomindang [Kuo 
mintang, AMT) government representing China and 
from then on. Tarwan was back in the motheriand’s 
embrace 


linfortunately the two wdes of the strat have been 
i & Sate of man-made separation after New China's 
founding Some foreign powers have attempted to sepa 
rate Tarwan from China but thew conspiracy did fot 
wcceed all the ( hinese people including the people of 
Tarwan. have never changed the view that Tarwan «6 
part of Chona Cireat che took place in the interna 
onal situation m the 1970's China and Japan et up 
diplomat relatrons in 197) and. im the “Jou! Dectara 
tron.” the two edes declared “Tarwan « an mnseparabic 
part of the territory of the PRC ~ The United States 

three “yornt communigucs sith our country. im 
1972. 1978. 1982) all declaring “there is only one China 
and Tarwan « part of Chena Al present. a majority of 
countries in the workd eth diplomat relations eith our 
country have recognized that there only one ( hina and 
that the PRO Crovernment 1 the sole legrtemate govern 
ment of Chuna The «= where the teal current goes and 
cannot be reversed by anyonec 


1) | aeficatien of the Motheriand |) the Baggest Wish 
of ANC hemese Peopte. lacteding the People of larean 


lL arficateon of the motherland has been the common 
wish of the whale ( hinesc nation wace the Cipum War 
| talked about the old days eith old frends coming back 
from Tarwen and we mevrtally talked shout our ersh 
that ee we the motheriand » unification in our lifetome 
All of us feel deeply that thes wtuation vould not last as 
the more than four Gecedes of “Paratiron Netecen 
Tarwan and the mamniand have brought tremendous 
sufferings to compatnots on both waes The ‘cab ratron 
of the motheriand s peaceful unifxation « a glonous 
task cntrusicd &) history to our geocratron Whether 
weng on Tarwan of the mannland. every ( hones has the 
unshabable reyponwhilit) for the motherland » reunrica 
tron and the ( hemew nateom 6 revitalivateon 


As carly as the Forest Natronal AMT ( ongress Mir Sun 
Vat-een we that fe revotutronary weal could be real 
wed only erth the (coperatron hetecen the ( PC and the 
RMT the them ot out & cooperate erth the 


semoecrety 
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Natrona! People's ( ongress (NPC) Standing ( ommutice 


separation of the two sides of the strant and accomplish 
the great cause of the motheriand’s unificarton From 
then on under the yornt efforts by compatnots from both 
wdes. some great changes have taken place in the wiua 
tron across the strart and calls by peopic on both wes for 


engage © busness indirect “three communications 
between the two wes have taken place unofficw! 
exchanges wo culture. academe affairs, rence and tech 
nology and sports have developed in leaps and bonds 
and the aumber of Tarwanese businessmen invesiing 
and setiing up enterprises om the marniand have oon 
Mantly oncreased Thess om accordance erth the trend of 
the tomes and surts the ( himese nations fundamenia 
interests Mrongly proving that the mothertand 5 unin 
on © everyone + ersh «a trend of development and 
© One CaP prevent 


lit le Scowrdamce With the “Une ( owntry. 
Too Spann te te Nios Gaaiams Pesnaie te 
\  omptrs hong 


In reageect to Restory and reality and full commderation of 
the ershes of the propice of Tarean and the interests 


PRO MEDIA ON TAIWAN APPAIRS 
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AMT authorities. ( omrade Deng Niaoping proposed the 
wrentific formula of “one country, two systems” and 
received the appreciation of people of all wdes One 
country, wo system” a few de nt by Com 
rade Deng \ to the theory of wm On state 
and an breakthrough | differs from the 
federal sysviem. and also. in some aspects the traditional 
wngle system siructure and is a few type of vate power: 
structure To the outside. this 1s one country and domes. 
tally two socal systems cait Afler the motherland s 
unification Taiwan. unlike the rest of the marniand 
provinces. will be a special adminisirative region and 
will enjoy some powers unique to Tarwan bul oul of the 
reach of other provinces. autonomous regions and 
Municipalities, and will practice a social system different 
from that on the mainland Taiwan practices the Three 
People's Principles and the mainland practices 
socraliem. with neither woe interfering in the other 
Tarwan will enjoy independent adminisiratiyc and judi 
cual power, with an independent judicial system the 
nght of final appeal will not rest with Bening Tarwan 
may have its own army. provided it does not constitute 
a threat to the mainland Tarwan’s party governmen: 
and army systems can be elf-adminitered The (Pt 
and KMT will mamta a lasting cooperation and 
coeamt and carry out supervision over cach other Peopic 
from the Tarwan Crovernment and other circles may tak: 
up leading posts in national political bodies and jornt!y 
discuss state affairs In the field of economy Tarwan + 
carsting cconoma sysiem will be maintained and || ma) 
have an independent financial budget the mainland «)!! 
impose fo tas or duty at all on Tarwan Tarwan may also 
maintain cachanges and cooperation #ith foreign coun 
tres im trade ecoonomics. technology and culture and 
enpoy 4 certian amount of power in foreign affarrs These 
CPC proposals are wncere. reasonablc. and full of the 
spirit of concrhatron and are also realist, By Combining 
the power of coonomics and technolagy of the marniand 
and Tarwan our country s comprehenwyve power can hx 
greatly enhanced if Tarwanese authorities by weighing 
the pros and coms, accept the formula of “one country 
two systems = to accomplish peaceful wnificatron with ihe 
marniand the mainland can alw supply nich resources 
and eider martcts to Tarean to promote prosper. on 
both wdes and the living standard of Tarean peopic «an 
he omproved more quickly Clviously of Tarean accepts 
the “One COURTTY. to syetem «poly to white wrth thx 
mainiand :| e:ll low nothing Put ehal it e)!! ect wil! be 
the glory and benefit of hemng pan of the great mother 


land 

Artcte ‘! of the “PRC ( onstitution parsecd 
Drecemminer | 982 by the Fifth Meeting of the Fifth VP 
“epulates The state has to oct up speceal admmenrstrat): 


regrons ahen nev cwary There have een omstilutromas 
guarantees for he Question of Tarean norm § Wwecw 
sdeenetratrve regen of the PRC the practice of “om 
country teo evetems and for 1 to choy & huge Gegre 
of avtonom, | pertecpated in thal meeting and fel! quit: 
coceted show! tha ‘iar country 
mar Cretege (PF Gecmmon and aot af 


syste rr, . 5 
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lTarwan — with ky, - country. two systems 
te 


dence” artecle on its party constitution in an attempt to 
“! “Republic of Tarwan ” In addition 
other people havc advocated youning the | nited Nations 
m the name of Tarwan and brazenly carned out evil 
actions of separating the motherland This 1 something 
never allowed by people of the whole Country including 
the people of Tarwan 


Tarwan conducted the clectron of the second Natrona! 
(Congress at the end of last year and. mm a certamn swenw 
it was a mass vote on unification and independence on 
the sland The DPP advocated Tarwan independence 
m its clectron platform but was defeated which fully 
mdrcates that Tarwan independence « unpopular A! 
present. the state of mund of the majority of Tarwan 
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compainots i for unification and against indepen 
dence " Many DP? people have bul to admit that the 
proposal to wt up a “Republw of Tamwan” « fot 
recognized by the constituents and was the major factor 
for election tature The “Taman mdependence” 
elements actions to veparate the motherland have been 
opposed and condemned by patriots both domestically 
and overseas, and they have become more and more 
wolated They have refused however to mend the 
behaviour and acted willfully by insisting on the reac. 
tronary stance of separating the motherland Therefore 
tos stl an urgent and important task placed on front of 
people on both wes of the strait to safeguard unification 
and oppose division 


lt should be pointed out that although the reason that 
“Tarwan independence clements can be w bold 
related to behind the sence wt by forewgn powers, i 
8 Nevertheless linked with the Taiwan authorities toler. 
ance and connivance An ancient teaching goes that to 
tolerate evil 1s to abet it the Tanwan authoritres should 
learn the lesson In particular Tarwan authorities. hew. 
tating and adopting some weak measures have greatly 
disappointed the people at a time when patroth people 
from all over the world have resolutely opposed © Tarwan 
independence Dr Sun Yat-sen struggled during his 
iifetome to unify and revitalize the motherland In his 
later years. for the sake of ( hones wnificatvon, he went 
north despric his dines and in hus deathbed he con 
tantly shouted “peace. viruggie. wave ( hina” thes spirit 
of bending one’s back to the task enti! one's dying day 
should be learned by us forever We wrcerely hope that 
the Tarwan authorities review Dr Sun Yat-sen teaching 
of “wn accordance with the trend of the world and mert 
the needs of the maswes and really shoulder up its own 
histor missson and place the matron s mayor interest in 
the primary powtion and uphold the stance of ome ( hina 
and oppose “Tarwan independence ~ (in the one hand 
they should adopt resolute measures to halt entirely the 
adverse current of “Tarmwan wdependence” and wife 
guard Tarwans viability and safety on the other hand 
they showld be deciwve and accept the ( PC proposal and 
the “one country. two system poly. dispatch repre 
wntatives at an carly date to derectly contact the C PC for 
talks gradually reach the principle and agreement on the 
motheriand +s unifixeton and hend m hand. somtly 
viruggic tw create the (hemes fatron’s glorvows and 


splendid new history 
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Trade Surplus With Hong Khong \ tewed 
OW 200800119) Tape ON 1 in baglk O90 OMT 
~~ May ¥) 


[Teat) Tapes, May 29 (C NA>— Taiwan's nominal coo 
nome growth rate hu |) 3) percent on the first quarter 
of this year bul the inflation-adjusted quarterly growth 
was only 702 percent. a leading coonomn vrategit 
reported Thurwday 


Shirley Kuo. chairwoman of the ( owncil for Loonomin 
Planning and Development sand the fint quarter real 
economn growth rate was still marginally higher than 
the targeted 7 percent 


Kuo told 4 weekly cabinet meeting that the Taiwan 
economy has been on a steady rising track for |) months 
and the trend 1s capected to continue through year's end 


Quoting the latest forecast by the Directorate Creneral of 
Budget Accounting and Statistics’ Kuo said the national 
economy will grow 6 9) percent on real terms, with the 
gross national product (GNP) reaching NT$S 32 triton 
{new Taiwan dollars) ($21) 8 bilhon) 


Kuo sad domestx demand has been a prime force 
behind Taiwan's coonomn growth over the past year 
Private investments have continued increasing wince the 
second quarter of last year In the first three months of 
199) private mvesiments rose 6 6) percent in real terms 
from the vear before 


With the global economy gaining momentum. Kuo said 
Tarwan caports will remain brisk on the months ahead 
“A comtrnuing caport boom eill certamly contribute to 
our coonomn growth she noted 


Racked by growing demand at home and abroad the 
indusinal production row $9 percent mm Apr! as com 
pared with the same month of 1991) The outpul of the 
manufacturing sector alone surged 6 | percent By indus 
tines. clectromecs registered the highest growth of 24 
percent om April followed by chemicals ©) percent 
foad. |) percent. and bas metals. |) percent 


Exports hut a record hugh of $7.25 bilhon m April. up 
28.8 percent from the year-carher lewe! while umports 
rose § ) percent to $5 79 bilhon. thus leaving a surplus of 
$1 46 belhon 


Kuo attributed the impressive growth maimly to 
mercased supments to Hong Kong and the | anted 
Mates 


Sales to Hong Kong an cntrepot in | arwan mamnland 
(hone trade. pumped 65 4 percent to $! 98 belhon whute 
wmports from the Brith colony dropped | 8 4 percent to 
a mere $14) aulhon As «2 result, Tarwen cnjpoved a 
surplus of $| 44 belhon with Hong Kong in April ncarty 
equal to its total monthly trade surplus 


In the forwt four months Tarean caports to Hong Kong 
pected up  § percent from the wme perad of last wear 
and the Hong Rone hare mm Taereens total capeorts 
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from 149 percent to 178 percent The rate 


' behind Ameria s and Europes 


Taiwan registered a surplus of $4.04 billion in its trade 
with Hong Kong between January and April The 
amount was larger than Taiwan s total trade surplus of 
$4.0) bilhon for the four-month penod 


Kuo reported that Taran caports to the mainland 
transshipped via Hong Kong has increased Meadily in 
recent In 1991. VA percent of Tarwan caports to 
Hong were tranwshipped to the mainland By 
dollar's term. Taiwan caports to the mainland reached 
$4.67 billion in 1991, up 42 4 percent from a year ago 


Editorial on Pros, Cons of Fourth Nuclear Plant 
GC HOESAB Tapes CHING CHL ITH PAO in Chinese 
6 May Vp? 


or. “Thoughts on the Proposed Fourth Nuclear 
“] 


{Teat] The government reported that 1 intends to 
present a demand to the Legislative Yuan in the imme. 
diate future to unfreeze the budget for the long-delayed 
fourth nuctear plant and 1s then going to implement this 
plan 


Such a report could not help bul engender many 
thoughts and feclings Despiic the fact that the fourth 
nuctear plant was orginally | of 14 key construction 
Projects, thes construction programs third stage of its 
Central Stee! propect has been catended. ts Tarwan | 
Hospital proyect has been cxatended and others. such as 
the Nanhu: Raslway have all been Completed while the 
fourth nuciear plant has remained in the planning stage 
During this ime local governments have clearly and 
repeatedly capressed opposition and the publn and 
various environmental protection groups in Kunghao 
Township have held more than onc protest and demon 
iration, even to the port of the occurrence of an 
unfortunate mcdent of a car berg driven nto and 
killing a poloeman. while cven more imnumerabic 
forums and lecture meetings havc been held by ordinary 
academn and publ civilian groups ()n the other hand 
we have watched Tarwan Power constantly hold capla 
nation mectings cven to the pont of v@orously adver 
teseng the fourth muctear plant in the media which was in 
sharp contrast to the above mentioned clamor of protest 


As afl of the Gecessary veews and preoritecs have been 
capressed and publnwred. now may th 8 good tome & 
vacmotionally comm icntvously and ratronally recon 
wdder the fourth auc tear plant ivseux 


A revice of the various + rcws shows thal development of 
auc tear power has the following pron 


| As owl power wurce developmen! ratc has heen doe 
and off<ourw for years Tarean + power generator cape 
Delety Ras cCortarnly roached the poent where « cannot 
meet demand 4s our pak Power demand creer) wmmer 
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More Firms + xpanding Mainland Operations 
92P 30104 Taipes CHING CHI JIH-PAO in Chinese 
29 May 92 p ? 


yy A recent survey conducted by the Chinese 
Federation of Indusines [(CNFI] of more than 


2,500 firms that have registered their mainland ventures 
with the government revealed that 49 percent are opti- 
mistic about prospects for their invesiments on the 
mainiand It revealed that 49 percent plan to increase 
their capital investment, 4! percent are undecided, 2 5 
percent may reduce their investment, and about } per- 
cent may withdraw their capital A similar survey con- 
ducted in March by the Taiwan Institute of Economic 
Research showed that ¥.} percent of Taiwan firms 
intended to increase their investment in the mainland. 
while 57 4 percent had no intention of increasing their 
investments. According to the CNFI, increased opt- 
mism about mainiand investment prospects migh be 
related to intensified propaganda on further reform and 
opening up launched recently by mainland author: (es 
Taiwan's President Enterprise Group has invested $| 2 & 
millon to establish a fodder mill in Shanghai, a tomato 
processing plant in Xinjpang, and a food processing 
factory in Beying Group President Kao Ching-yuan said 
that President Enterprise will invest $7 million to set up 
a dairy in Tianpn Future investment plans include 
setting up instant noodle factones in Shanghai, (iuang- 
thou. and Xiamen Other Taiwan companies, including 
the Hs: Ling Electronics Corporation, the Yu Hsiang 
Electronics Company. and the Me: Li Electronics Cor- 
poration. are also cxpanding the scale of their operations 
on the mainland 


impact of NT$200 Billion in Bonds 


9ICKEOI73A Tapes CHO-YUERH /EXCELLENCE) 
in Chinese No 3 | Mar 92 pp 192.194 


[Article by Chang Wen-chuan (1728 2429 2938) 
“Impact of NT$200 Bilhon in Bond Investment”) 


| Text) Beginning To Take le With Owe Hand and Pass 
Out With the Other, Waging « Many-Sided Seige 





Sence the end of last year the domesix stack martet has 
fallen steadily falleng early a thousand pommts 
Although 1 « seed that part of the reason for the fall « 
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that government officials are constantly leaking informa. 
tion that the policy will be frustiess, there is also a very 
important factor, i.c., from 27 February to June, in the 
short space of a little over four months, the government 
will issue en masse NT$200 billion in bonds, and in the 
next fiscal year, after June, will issue another NT$290 
billhon in bonds Investment specialists think that funds 
will really be taken out of the markets, and thus the 
investing public will lose confidence in the markets 


In the final analysis, how much impact will the bond 
issue Of NT$200 billion have? Or is it a case of the 
investors fnghtening themselves” This article thoroughly 
analyzes these questions from every angic 


How big, after all, is NT$200 billion’ Looked at as a 
Quantity in itself, it 1s, of course, very fnghtening. but. 
speaking of the capital market as a whole. it really 1s not 
a high proportion 


As of the end of last year, the total amount of capital 
funds held by the Chinese Republic's financial organiza. 
tions was NT$I0.2 trillion By comparison, NT$200 
dillon 1s only small change. Even if we deduct the total 
amount of foreign assets, NT$) 64 tnihon. as well the 
total amount of real estate assets, NT$!00 dillon. the 
total value (not counting stocks) of the domestic finan- 
cial assets «6s about NT$? 5 triton. of which NT$200 
billion 1s only 2 7 percent 


However, the true question 1s not the size of its propor. 
tion but what will be the drain on the entire financial 
system after the issuance of NT$200 billion on bonds In 
other words. what kind of capital will 1 draw on’ 


When the government issucs the bonds. (he publi nat 
urally must buy them with the funds on hand that can be 
used for such a purpose In this respect. the funds held by 
the public that can immediately be pul to use include 
NT$480 bilhon in currency, NT$270 billion in checking 
deposits. NT$S90 dillon im current accounts. and 
NT$910 ballon in current savings accounts The above 
current funds (:¢. M!B) total NT$2.!6 tnthon. and if 
NT$200 bilhon 1s taken out of thes total to buy bonds 
there will still be enough and to spare 


In addition. there are more time deposi funds that can 
at any tome be converted to current funds. and they 
include postal savings deposits. time deposits time wa» 
ings deposits. and foreign currency deposits The amoun! 
of these reserves us even more startling. totaling NTS 2 
tnihon 


However these tome deposit funds are comparative!) 
stable. and « «% wmpossblc to directly use them for 
transactions | niess they bear a faerty large interest 1's 
umpossible to convert them Therefore current funds 
must be drawn on for the purchase of the bond suc 
However ‘hey ell be used for abnormal transactions 
.c¢. the funds eel only be used for mvesimen!t and 
speculation and thus (her scope el! be greatly reduced 
In partxcular a very Mg proportion of these funds ecre 
ongmary tept on He Weck maeriet ‘ce Mey are 
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withdrawn, even if only a part of them is withdrawn, the 
stock market will suffer a mayor blow Therefore, viewed 
from this angle, there is reason for the people in the 
market to worry. 


However, the above deduction ignores an important 
fact, .¢.. m9 the past several months, after the interest 
ralc was repeatedly lowered, there has been a tendency 
for ume deposit funds to flow into current 
funds In the one month 


ho increase in the time deposits. 


The questions now are When funds change from ume 
deposits to current deposits, what 1s the amount and rate 
that the funds will change into bonds’ Will a gap appear 
dunng this process” The answers to these questions are 
provided by the interest rate, and the “bell striker” 1s the 
Central Bank 


From a detailed analysis of the recent behavior and 
attitude of the financial authorities, one discovers that 
the wishful thinking they have indulged in is with the 
rght hand they will hold down the interest rate and 
release funds. with the left hand they will ummediaic!) 
msue bonds and take back the same funds Since this is 
the case. they can both sell the government bonds at a 
lighten the financial burden 
of the national construction program. and avoid the 
recurrence of the sstuation in which there was an inun- 
dation of floating capital and a vogue for playing money 
games This wishful thinking was indulged in with a 
“clang.” and up to sow the entire “play” has been 
performed according to the Central Bank's “sonpt” 
According to a report, when NT$40 bilhon in central 
govermment construction bonds were carmarted for sale 
on the market NT$232 8 bilhon strongly participated in 
the rush to buy them Thes caused the average interest 
rate on the bonds to be at af only 7 86) percent 
approsmately cqual to the bank + set business interest 
rate for one year's tome deposi. and even as much as § 5 
percent lower than the mterest rate on the face valuc of 
the bonds Thes caused the national treasury to obtain an 
additional revenue of NT$860 milhon Therefore the 
Central Bank cupressed its great satisfaction with the 
result of the sale and “capressed its tigh optimum 
about the asuance of « lutthe ower NTS! SO below mm 
honds in [he COmmeng several months 


From the report ome can descern that the ( central Bank 1s 
tughly satesfied with the results of the “play” thal « « 
durectong What «6 more after the Spring Festival the 


“ock market was Set w herd that « cowld Sot renee its 
head and | Nehey: thal (he ( cotral Bank eas even more 
pieaned orth itecif ove: (Des But enll the future wtuation 
go coterely acoordeng to its ak visthons” 
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Actually, if we make a further analysis 1 os not difficult 
to discover what the Central Bank is now dor 
it has already taken the caireme sumplicity 

the orginal sempt and made comples things that the 
market function could resolve by itself, and has even put 
itself in a situation in which it os difficult to advance or 
withdraw and in which it must maintain its balances on a 


Just think. the level of the interest rate in thes bond sale 
is already almost that of the iwmiterest rate on time 
deposits. and therefore 11 should be the lowest limit of 
imterest rate because if it were made lower no one 
would be interested in buying the bonds (nly if the 
Central Bank. carrying the thing through without regard 
for the consequences. again lowers the business interest 
rate will the amount of time deposit funds lost be greater 
and will stopping “money games” be more difficull 
(nce the mterest rate « lower than 6 or * percent. after 
deducting for inflation the real profit rate will only be 
about } percent. With this level of profit making. Tar 
wan's mvestors, | fear, will not be interested. and they 
will probably rather take their moncy and play the stock 
market. or even borrow money to engage 19 land specu 
lation 


: 


Therefore, the bond imterest rate cannot be further 
lowered. for if it were no one would want the bonds and 
there would also be a tig wide effect: However following 
the morease mm the number of bonds msuwed there wy!) 
naturally be formed force pulling upward the market s 
wmterest rate At thes tome the Central Bank will be put in 
the awkward situation of having to decide whether to let 
the mirrest rate mee If « does wo. thes well couse the 
bonds to be bough! ahead of teme and the loss 1m capital 
gains will undoumMably show thal the government 5 pro 
paganda of advocating that bonds are the best invest 
ment become « case of “Wapping one's own face Also 
when people see the trend of interest rates rrsing #)!! be 
even more hestant to buy the Sonds The result el! he 
that the bond interest rate must made a (ruple pump and 
be adjusted upward to the highest levee! Nefore the honds 
can Grae people ito the market and the losses sos 
tarned Py those eho bought (he bonds fefore offers er! 
he more draastrous 


Therefore the ( central Bank « soe on a ghtrope and 
the tewe! of the Sond mteresl rete © af ihe crifece! poem 
No matter efctiicr 1 gors down of up (| el! touch off a 
vous Corcie Of Cham fachorn al et) cower & he 
wren t 
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thes vear there will still be much more martet funds seni 
out than taken back In these months because of the 
reduction of funds caused by the bond issue they will be 
quickly replenished. which « really a cause for more 
ansrety about the problem of funds being taken out than 
the people on the market worry about 

\emeralty thes year 

and the real wll 

whad 

pice 

of the 
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employ other methods to stop 1 One method is to use 
pychologn al warfare and financial and taa 
polioves to suppress them t the most fundamental 
method s to increase. as fast as possible. the amount of 
funds supplied to the market. and in thes respect the 
stock market and the real estate market really face the 


wame problem 


In the past five years the total number of stocks on the 
domesin stock marke! has increased by about three 
times In addition, the stocks held by directors and 
supervisors of corporations. official stocks, and party 
stocks—all of which were orginally frozen but later 
released in a constant siream—al a conservative est. 
mate of the number of shares in circulation. on these five 
years, increased by at least wa to 10 tomes In the past 
two years investors have rushed to get md of stock in 
high-priced durable goods In addition. the large number 
of shares created by publi proyects and the development 
of mountain sope land and suburban land has put heavy 
pressure on supply Also. wnce polos tend to be 
fruitless and suppressive although the supply of funds is 
plentiful. it 1s quite difficull to rane prices 


There will, of course be increases and decreases on the 
individual markets bul generally speaking there will 
appear in thes years stock market and real estate market 
a situation in which there are a large number of transac. 
trons but small mses on prices In addition. there could 
also appear other forms of the money game. like the 
black marke! 


Thes setuation el! oftarn until almost all the bonds are 
sold, and then there will be a wery tug change in ut The 
penad of time «il he approa:mmately from the second 
half of thes vear to the begenning of neat wear If by this 
tome the amount of these supplies 1s not wet digested. oF 
if the businesamen arc Dindly optimist and make new 
plans after which they wart unt! there «a change in the 
wind direction of the ( central Bank s policy there ell be 
another cold einter in the investment martcts where 
supply caceeds demand 
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